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THE ADMINISTRATION PERSPECTIVE WITH
REGARD TO THE NEW FEDERAL FARM BILL

WEDNESDAY, SEPTEMBER 26, 2001

U.S. SENATE,
COMMITTEE ON AGRICULTURE, NUTRITION, AND FORESTRY,
Washington, DC.

The committee met, pursuant to notice, at 9:03 a.m., in room
SD-106, Dirksen Senate Office Building, Hon. Tom Harkin, [Chair-
man of the Committeel], presiding.

Present or Submitting a Statement: Senators Harkin, Leahy,
Conrad, Baucus, Lincoln, Miller, Nelson (of Nebraska), Dayton,
Wellstone, Lugar, Helms, Roberts, Fitzgerald, Thomas, Hutchinson,
and Crapo.

STATEMENT OF HON. TOM HARKIN, A U.S. SENATOR FROM
IOWA, CHAIRMAN, COMMITTEE ON AGRICULTURE,
NUTRITION, AND FORESTRY

The CHAIRMAN. The U.S. Senate Committee on Agriculture, Nu-
trition, and Forestry will come to order.

This morning, we are having a hearing on the administration’s
views on food and agricultural policy, and this morning I am
pleased to welcome Secretary Veneman, accompanied by Under
Secretary Penn and Dr. Keith Collins, to our committee for this
hearing.

We look forward to this morning’s testimony and discussion of
the report the administration released last week, and I have to tell
you in my 27 years now on the House and Senate Agriculture Com-
mittees 1 have read a lot of reports. We used to have the annual
book that came out on agriculture. Of all of them, this is perhaps
the most comprehensive and forward-looking that I have seen in all
these years.

I recommend it highly to any member of the committee who has
not read it. I read it on the train going up to New York last week
and back, and perused it a little bit last night. I recommend it
highly. It is a great report, and I commend you for that, Madam
Secretary.

Just yesterday, the distinguished ranking member, Senator
Lugar, and I issued a set of joint policy objectives for the Farm bill.
So I believe the stage is set for a good hearing and an airing of
views.

Farm families and rural communities across America have not
shared in our Nation’s prosperity. We need new directions in Fed-
eral agriculture, food and rural policies. I welcome this report, Sec-
retary Veneman, because it clearly indicates a willingness to exam-
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ine critical issues in rural America and in our food and agriculture
system, and to explore new ideas and policy proposals. To be sure,
there are details to be filled in, and I look forward to working with
you and your team on these specific policies.

In your written testimony, which I went over last evening, I was
pleased to read your part in there when you talked about a com-
prehensive review of ag policy is urgently needed. I couldn’t agree
more.

Farm income protection is, of course, a fundamental part of the
Farm bill. We need a better system to provide adequate income
protection without requiring annual emergency legislation. How-
ever, protecting agricultural producers against income losses is not
enough by itself. The Farm bill must also help farmers and rural
communities create and realize opportunities for the future.

If the legislation fails to lay a foundation for new opportunities,
rural America will be no better off 5 or 10 years from now. Farmers
will be just as dependent on Government checks and rural commu-
nities will still be falling behind.

The new Farm bill should help farmers earn better returns and
a larger share of the consumer dollar in the market. Value-added
processing ventures, new biotechnology products, innovative mar-
keting channels, and increased exports all can help. If independent
farms are to survive, though, we must ensure that agricultural
markets are open, competitive and fair.

America’s farmers, ranchers and landowners have a strong stew-
ardship ethic, but margins are tight and they too often lack the fi-
nancial resources to conserve natural resources as they want to do.
The new Farm bill should extend and strengthen USDA’s current
conservation programs, and it should create a new system of incen-
tive payments for maintaining or adopting new conservation prac-
tices on land that is in production. The bipartisan legislation that
I have offered will, I hope, improve producers’ incomes and help
them conserve soil, water and wildlife.

We have barely scratched the surface of the potential for produc-
ing farm-based renewable energy and raw materials, including eth-
anol, biodiesel, biomass, and even wind power. Anything we can
make from a barrel of oil we can produce from farm commodities.
I am proposing a special title to promote renewable energy in the
Farm bill. It has never been done, but the time is right. Quite
frankly, I believe this area could represent the largest potential
market for income growth for farmers and ranchers, along with
products made from agricultural crops, such as soy-based building
materials and things like that.

We also need to strengthen the foundation and infrastructure of
our Nation’s food and agricultural sector. That includes support for
research, protecting the safety and security of our food supply, safe-
guarding plant and animal health. We must meet our responsibility
to help fight hunger and malnutrition at home and in developing
countries, especially among children.

We will not have truly healthy rural communities unless both
farms and small towns do well. Rural America is too often at a dis-
advantage when it comes to basics like enough good water, electric
power, telecommunications, loans for businesses, and equity capital
for investment. A critical part of the Farm bill, I believe, is helping
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to revitalize rural economies, generate more good jobs and improve
the quality of life in rural communities.

Last, let me just say, Madam Secretary, that the events of 2
weeks and a day ago also compel us to examine the Farm bill in
the light of the safety of our food and animal and plant-based food
products in this country, to take a strong examination of our whole
system, from producer to the store, to make sure that our people
have the utmost and the highest confidence in the safety of our
food in this country.

To that end, I will examine with you any advice or suggestions
you might have for changes that need to be made, but I also believe
that this is going to have to be something that we are going to have
to focus on in this Farm bill. I welcome any suggestions and advice
that you might have for us along this pathway. Again, I welcome
you to the committee and I look forward to your testimony.

[The prepared statement of Senator Harkin can be found in the
appendix on page 62.]

With that, I would recognize my distinguished ranking member,
Senator Lugar.

STATEMENT OF HON. RICHARD G. LUGAR, A U.S. SENATOR
FROM INDIANA, RANKING MEMBER, COMMITTEE ON
AGRICULTURE, NUTRITION, AND FORESTRY

Senator LUGAR. Thank you very much, Mr. Chairman.

I congratulate you on “Food and Agriculture Policy” and I am
going to quote from this extensively. For those who want to know
where we are heading, page 46, Chapter III, is an area that is very
significant as we consider farm legislation.

The publication of the United States Department of Agriculture
book on Food and Agriculture Policy is a signal event. I congratu-
late Secretary Ann Veneman for this timely intervention into prep-
aration for the next Farm bill, and I join Chairman Harkin in wel-
coming her and her colleagues to the committee today.

Chapter III of the new USDA book merits special attention. The
chapter begins by pointing out, and I quote, “the farm sector is di-
verse beyond the imagination of those who farmed the New Deal
legislation. On average, farm family incomes no longer lag, but
rather surpass those of other U.S. households. Most farms are run
by people whose principal occupation is not farming...domestic de-
mand alone is no longer sufficient to absorb what American farm-
ers can produce.” These are all direct quotes.

On the next page Chapter III continues, and I quote, “Many of
the program approaches since the 1930’s proved not to work well
or not at all, produced unexpected and unwanted consequences, be-
came far costlier than expected, and have been continually modi-
fied over time in a long succession of farm laws. Some major, and
still highly relevant, lessons learned include,” first, and I quote,
“History has shown that supporting prices is self-defeating.”

That is a remarkable statement on the face of it. “History has
shown that supporting prices is self-defeating. Government at-
tempts to hold prices above those determined by commercial mar-
kets have simply made matters worse time after time. Artificially
higher prices encouraged even more unneeded output from the
most efficient producers at the same time they discouraged utiliza-
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tion pushing surpluses higher and prices lower.” This is all a direct
quotation from page 47.

“Supply controls proved unworkable too...the remaining land was
farmed more intensively, and supply was rarely cut enough to
boost prices to politically satisfactory levels. The programs were
costly to taxpayers and consumers and the unused resources were
a drag on overall economic performance...limiting our acreage was
a signal to our competitors in other countries to expand theirs, and
we lost market share that is always difficult to recapture...”

Continuing the quotation, “Stockholding and reserve plans dis-
tort markets enormously...because such stock eventually must be
returned to the market, they limit the recovery of prices in the fu-
ture. Moreover, time after time, stocks have proven costly to main-
tain, distorted normal marketing patterns, ceded advantage to com-
petitors, and proved tempting targets for political tampering...”

I continue the quotes: “Program benefits invariably prove to be
disparate, providing unintended (and unwanted) consequences. The
rapidly changing farm sector structure produced a wide array of
farm sizes and efficiencies. Many farms were low cost and the pro-
grams were of enormous benefit, enabling them to expand their op-
erations. Others did not receive enough benefits to remain viable
and thus were absorbed along the way.”

The book credits the FAIR Act of 1996 with removing much of
the decades-old program structure, providing unparalleled farm de-
cisionmaking and becoming the least distorting of markets and re-
source use. USDA states that the FAIR Act’s “direct payments to
share some unintended effects with price support programs, name-
ly the artificial inflation of farmland prices. The effect has been ex-
acerbated by the size of payments in recent years, some $28 billion
in the last 4 years above the amount provided in the 1996 law.”

The book goes on to point out that only 40 percent—40 percent—
of farms receive these payments because they are largely directed
to specific commodities. In fact, 47 percent of the payments—47
percent—went to large commercial farms which contributed nearly
half of the commodity production and had household incomes of
$135,000. A color chart illustrates this on the next page.

Another interesting discussion surrounds the fact that 42 percent
of farmers rented land in 1999, and commodity payments capital-
ized in higher land values often led to higher rents.

Secretary Veneman, the farm legislative process is in motion,
and the book of principles makes an important contribution, but I
ask you and your associates to do more. Please begin to comment
specifically on the wisdom of farm bill ideas which are now being
formulated or debated in the House and the Senate. Please enlist
the assistance of OMB to identify how much money is now avail-
able in a war economy with dire predictions that prospective sur-
pluses are vanishing or gone. The need for that timely intervention
by the Bush administration and USDA is apparent. I look forward
to your testimony.

Thank you, Mr. Chairman.

[The prepared statement of Senator Lugar can be found in the
appendix on page 64.]

The CHAIRMAN. Thank you, Senator Lugar.

I will now turn to, in order of appearance, Senator Conrad.
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Senator CONRAD. I would be happy to yield to Senator Leahy.
The CHAIRMAN. Senator Leahy.

STATEMENT OF HON. PATRICK J. LEAHY, A U.S. SENATOR
FROM VERMONT

Senator LEAHY. Mr. Chairman, I appreciate the courtesy very
much. This is an extremely important hearing.

Secretary Veneman, I have had a chance to go through your re-
port. It is excellent, which is nothing less than what we have
grown to expect from you in both administration and previously
when you were here.

Also, incidentally, I want to thank you for the briefing you gave
yesterday to a number up here on the question of agriculture’s role
in anti-terrorist activities. Looking around this committee, I know
we have some who are on the Judiciary Committee here. We were
over with Attorney General Ashcroft, or I would have been there.
Actually, we were here in this room with Attorney General
Ashcroft, or I would have been there, but I have been briefed about
what you raised.

Your report highlights some of the inequities of the current Farm
bill which is directed toward specific commodity producers. The
benefits reach only about 40 percent of our farms. There are con-
cerns a lot of us have raised over the years about large benefits
going to a small number of very large producers, and you refer to
that in here.

It implies that farmers throughout the Northeast and Mid-Atlan-
tic States receive relatively few benefits in the current Farm bill.
In fact, throughout the Northeast and Mid-Atlantic, we produce
about 7 percent of this Nation’s agricultural products. Most people
don’t realize it is that large, but we receive about 1 percent of Fed-
eral farm programs under the current laws. We produce 7 percent
and get about 1 percent of the benefits.

I am very pleased that the report highlights the value of promot-
ing conservation. That actually benefits farmers, but it benefits ev-
erybody else in the country, and I hope this will mean that we are
going to have adequate funding for voluntary agricultural conserva-
tion programs on private lands. Every one of our 50 States has a
backlog now and an overwhelming need.

Your emphasis on nutrition and food assistance is so important,
and on the need for more WIC funding. The WIC program is one
of the finest social programs, health programs, nutritional pro-
grams, whatever you want to call it, this country has ever had. We
are the wealthiest, most powerful Nation on Earth. We spend hun-
dreds of millions, and probably even billions of dollars storing ex-
cess food. Yet, we have to understand there are a lot of poor preg-
nant women who get adequate nutrition during their pregnancy
and adequate nutrition for them and the child after the child is
born.

With this really tiny investment, the child is going to be able to
learn better, he is going to grow better. The health of both the
mother and the child are going to be better. It is a win-win situa-
tion for the taxpayers, for society, and for the mother and the child.

We have had rising unemployment, so national participation has
risen substantially. We have to look at that because we can’t have
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hundreds of thousands of eligible women and children go unserved
next year. WIC has always gotten strong bipartisan support up
here, and I hope, Madam Secretary, we can work together on that.

I am concerned, as I have stated before, about the increasing con-
centration among agricultural processors, especially Suiza Foods in
my area. A recent University of Connecticut study showed that
much of the increase in consumer milk prices in New England is
attributable to concentration at the processor or store level.

Last, to go back to the terrorism thing, don’t hesitate to tell us
what USDA needs. We have had several meetings of the joint bi-
partisan leadership, and at one of those meetings it was raised the
fact that we are talking about Justice and the military and every-
body else has an interest in terrorism. The point was raised, what
about agriculture? Everybody stopped for a moment and realized,
of course, there are some very real needs there. Don’t hesitate to
raise it. You are going to find strong bipartisan support here.

Again, and I will yield with this, Mr. Chairman, with thanks to
both Senator Conrad and to you, I for one am very, very pleased
that the Secretary is where she is.

Thank you.

The CHAIRMAN. Thank you, Senator Leahy.

The order of appearance I have is Senator Conrad, Senator Nel-
son, Senator Hutchinson, Senator Miller, Senator Baucus, Senator
Thomas. We will go in that order, then.

Senator WELLSTONE. Tom, you have order of appearance. Is that
order of when we came in?

The CHAIRMAN. Yes.

Senator WELLSTONE. You didn’t see me come in, then.

[Laughter.]

Senator WELLSTONE. I will talk to you if you want to do it that
way.

The CHAIRMAN. Senator Conrad.

STATEMENT OF HON. KENT CONRAD, A U.S. SENATOR FROM
NORTH DAKOTA

Senator CONRAD. Thank you, Mr. Chairman.

Thank you, Madam Secretary, for being here and for putting to-
gether this basic document that reviews farm policy. As I went
through the book, there are a couple of things that aren’t there
that are important to understand about what our farmers are cur-
rently facing, and let me just share those with you and with the
committee.

As I look at what is happening in a State like mine, one of the
most agricultural in the Nation, and I see the cost of everything
that farmers buy going up, and in some cases up dramatically, es-
pecially those that are energy-related, and look at the prices that
farmers receive and see those prices almost on a straight line down
in real terms since the passage of the last Farm bill, it is no won-
der that there is such an air of hopelessness in farm country.

In the time I have served North Dakota, I have never seen just
a sense of hopelessness out there. I just had a group of farmers
come on a fly in to Washington, and in the meeting that we had
one leader after another said, what do we say to our young people,
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what do we say that gives them any hope, because we ourselves
have lost hope.

I had a leader of one of the major farm organizations in my
State, one of the most efficient, productive farmers—won every
farm award—sit next to me on a plane several months ago. He
said, Senator, I don’t want this broadly known, but I tell you if I
don’t have a good year this year, I am done. I can tell you people
in my State would be absolutely shocked if they knew the identity
of that person. This is as good a farm operator as you will find, I
would speculate, anywhere in the country.

We are in a circumstance in which our major competitors, the
Europeans, have a totally different approach to farm policy. They
have made a judgment they want people out across the land. They
don’t want everybody to go to town, and they have put their money
on the line to support a policy like that. It is expensive, it is very
expensive, but it creates a circumstance in which there is an
unlevel playing field for our producers.

This is the most recent data from the OECD comparing support
for U.S. farmers by our Government to what European farmers re-
ceive from their governments. This is per-acre support, the 1996-
to—1999 average. The blue bar there is the United States; that is
an average of $38 an acre. The European support level is $313 an
acre. Anybody could make it on $313 an acre of support, but you
can see the extraordinary disadvantage our farmers face.

Some would say, well, we want a free market. There is no free
market in world agriculture. Every one of these governments sup-
port their producers, and they do it for a reason. The Europeans
have been hungry twice and they don’t intend to be hungry again,
and they are willing to put the money out to make certain that
happens. In addition, they have made a determination that they
want people out across the land and they are spending to make it
happen.

Let me just go to the next chart, and I am going to go through
this quickly. It is not just in terms of support for individual produc-
ers, but in terms of export assistance for the most recent year that
we have full figures, 1998, this pie chart shows world agricultural
export support. The Europeans are the blue part of the pie. 83.5
percent of all world agricultural export subsidy is accounted for by
the Europeans. Our share is that little red sliver, less than 3 per-
cent. They are out-gunning us here 30 to 1.

It is no wonder, to me, that we are in severe difficulty as we
move to write a new farm bill. In essence, we have abandoned our
producers in a fundamental way, in comparison to what our major
competitors are doing.

Finally, I would leave this chart with my colleagues for their con-
sideration. This shows the percentage of farm income contributed
by Government payments by State, and we just selected States at
random, the States that are represented by members on this com-
mittee. I guess that is a random way of picking them.

We didn’t put Vermont on there, Pat.

It is very revealing here: Wisconsin, 174 percent of net farm in-
come is Government payments; Montana, North Dakota, Kansas,
Illinois, Michigan, all more than 100 percent; Indiana more than
100 percent; Nebraska, right on the line, 99 percent, and on down
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to South Dakota, at 56 percent. Nationwide, 40 percent of net farm
income is coming from Government payments, but in these States
it is far more dramatic.

When we write new farm policy, we have to be not only cognizant
of what you have provided in this really excellent book, and I ap-
plaud you for it, but we have also got to be aware of what is going
on with respect to our major competitors. If we want to negotiate
a more level playing field, the only way I have seen anybody be
successful in negotiation is that they have leverage, and this next
Farm bill has to be seen in that context.

It has to be a plan that gives leverage to our negotiators to nego-
tiate a more level playing field. It won’t happen without leverage,
and right now we have none. I believe this Farm bill has to be one
that puts us in a position to negotiate successfully a more level
playing field.

With that, I thank the chairman and I thank my colleagues.

[The prepared chart submitted by Senator Conrad can be found
in the appendix on page 66.]

The CHAIRMAN. Thank you, Senator Conrad.

Again, I will go down the list: Senator Nelson, Senator Hutch-
inson, Senator Miller, Senator Wellstone, Senator Baucus, Senator
Thomas, Senator Crapo, Senator Dayton. I have the clock set for
5 minutes, but I haven’t enforced it really hard.

Now, we will go to Senator Nelson.

STATEMENT OF HON. E. BENJAMIN NELSON, A U.S. SENATOR
FROM NEBRASKA

Senator NELSON. Thank you, Mr. Chairman, and thank you for
convening this hearing.

I am happy to welcome back to the Senate Ag Committee you,
Madam Secretary, and your colleagues. You have already heard
from several of the members, so I will try to keep my comments
brief.

The Food and Agriculture Policy report which you issued was
timely and full of useful information, and I certainly don’t agree
with all the conclusions, but they provide fodder, as you might
imagine, for discussion of farm policy. That they are a useful tool
in providing us with ideas and certainly insight into the priorities
of your administration.

I want to commend you, in particular, though, for the food safety
and rural communities discussion because that is an important
part of farm policy, although we don’t often think of it as being
part of agriculture policy, but it certainly is. In fact, most Ameri-
cans have no idea that food safety is part of the USDA’s mission.
As a matter of fact, there are some folks who would like to have
it elsewhere, and some are very happy where it is.

We all know how critical food safety and safe food is, and the
perception that our food is safe. They are a part of the economic
well-being that agriculture can enjoy. If consumers here and
abroad question the safety of the food supply, it is disastrous for
our entire agricultural sector. The level of subsidy in Europe is al-
ready disastrous to international trade as it relates to American
agriculture. If you add any question about food safety, you only
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make matters that much worse, and I was pleased to see the prom-
inence that you gave it, as well.

Rural communities in a State like Nebraska or many of the
States that are represented in this committee are a very important
part of the fabric of life in a State. I have said that in Nebraska,
if we end up with only Omaha and Lincoln, it won’t be Nebraska
anymore, if we lose the rural areas. That is why it is so extremely
important to work.

There are a couple of things that I am concerned about, and that
is how we hang on to family based agriculture and the effects of
concentration in agriculture. Those are two issues that I hear most
about from Nebraskans, and I didn’t see any reference to that in
the report, that agricultural production is comprised in Nebraska
of 55,000 farm families, or that these families, in addition to grow-
ing more than enough food for everyone in the country, are respon-
sible for preserving and enhancing the environment and supporting
their communities.

I didn’t see any indication, and this is probably an oversight, that
the administration supports family farming. I would hope that we
could think about this not simply in pure economic terms, but in
terms of social policy, as well as policy that is aimed at rural
States.

What I would like to do is have you think about this: In terms
of what happened 2 weeks ago, can the USDA be a vital voice in
the administration for the removal of sanctions that involve food in
the war that we are about to engage in with certain countries that
have joined together with us for common purposes where there al-
ready may be sanctions, certainly food sanctions?

The trade barriers are a matter of great concern, and I guess I
would like to know if the U.S. Department of Agriculture is going
to work with our trade Ambassador to equalize the impact of trade
barriers against agriculture. When we talk about free markets in
agriculture and it relates to these areas of significant support, it
translates into U.S. agriculture unilaterally disarming. We have to
think about it in terms of reducing the barriers in other parts of
the land.

Then with regard to farmer-owned reserves, I agree with you as
to the economic impact, but if we are going to move to food and fuel
as part of an agricultural policy, then the farmer-owned reserve
may be an energy reserve as much as it is a food reserve, if we are
going to be focusing on biofuels.

A lot of things for you to consider. I don’t expect you to respond
to all of those, but I hope that you will focus on those as you move
forward. Thank you very much. I appreciate you being here.

The CHAIRMAN. Thank you, Senator Nelson.

Senator Hutchinson.

STATEMENT OF HON. TIM HUTCHINSON, A U.S. SENATOR
FROM ARKANSAS

Senator HUTCHINSON. Thank you, Mr. Chairman, and thank you,
Madam Secretary, for your appearance here today. I also want to
join my colleagues in thanking you for the excellent briefing yester-
day on what the Department is doing and where we stand on the
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possibility of agri-terrorism. I appreciated that very much. It was
very, very helpful.

I also just want to weigh in, as I have in the past, Mr. Chairman,
with what the House has done and what the Secretary has done,
that it is important, it is urgent that our committee move ahead
expeditiously in the writing of the Farm bill and that that be done
as deliberatively, but as quickly as possible because as we look at
a Nation that is in an economic slowdown, if not recession, if you
look at farm country, it is a recession or a depression in many
parts.

Madam Secretary, you have come to Arkansas before. I want to
invite you back. The Mississippi Delta country of Arkansas is in de-
pression today and it is an agriculturally based economy. I am glad
Senator Conrad provided the chart. He passed it out. I couldn’t see
where Arkansas was on there, but I see it now. We are right down
there with South Dakota, way over to the right.

Because I may not have an opportunity to ask all my questions,
I want to raise two issues that dramatically impact my State right
now. One is the catfish farming issue, in which we have a very se-
rious problem with imports of Vietnamese basa which are coming
in. If it were any other product, it would be called dumping on the
American market. It has gone dramatically up to about a quarter
of the market now coming in from Vietnam, a different kind of fish
that is being sold in American restaurants and being sold on the
American market as if it were American farm-grown catfish.

Part of this is a labeling issue and we are working with the FDA.
I understand that that is a separate issue, but I have been told
that as many as 25 percent of producers could be forced into bank-
ruptcy by next year if something isn’t done to assist them.

Catfish farming has been one of the bright spots in the last dec-
ade in the Delta because it provides some diversification and some
hope. Yet, these are the farmers today that, because of these dra-
matic increases in imports, are facing bankruptcy.

Back in 1992, there was a purchase program through the Agri-
cultural Marketing Service for domestic farm-raised catfish for dis-
tribution in Federal feeding programs. It was in some ways a com-
parable situation and there was, in 1992, action taken to provide
some relief on that, and I would like you to consider that.

Another issue that I would raise is an issue that our rice farmers
are facing, and the failure, I believe, of the Department in meeting
its rice food aid programming commitments. I have written you
concerning that. I have also written the President about that.

We have our largest rice harvest in years, but the plan to pur-
chase 261,400 metric tons of rice for food programs—we are falling
woefully short of that this year. We are at about 161,000, 62 per-
cent of the planned tonnage, as we come to the end of the fiscal
year, which exacerbates this situation of having a very plentiful
harvest at a time that the Department has not met the commit-
ments that it had made in the food program. At the appropriate
time, I would like you to respond to that.

I do thank you for the report and its recommendations regarding
a farm bill and I hope that we can address, as we talk about this
war on terrorism—and that is a very real war, but we also simulta-
neously, and related to it, face a war in our economy and trying
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to stimulate this economy. Certainly, a big part of that is what is
happening in agriculture today. I look forward to working with you
as we write a new farm bill and as we address these very pressing
issues with our farmers.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator Hutchinson.

Senator Miller.

STATEMENT OF HON. ZELL MILLER, A U.S. SENATOR FROM
GEORGIA

Senator MILLER. Thank you, Mr. Chairman.

Madam Secretary, I thank you for testifying before this commit-
tee, and also for the briefing yesterday. I also want to add a thank
you again for speaking at the Southeastern Agriculture Symposium
in Athens, Georgia, in August. Largely because of your presence,
the Symposium was a great success, and that the lessons learned
there will help us as we develop a new farm bill.

You and the entire administration are working diligently to get
this Nation back on its feet. We all appreciate that hard work. As
our Nation rebuilds and regroups, the security of our Nation has
become the priority of all Americans, as well it should, and in-
creased support for agriculture should be considered a very impor-
tant part of this plan.

We all know that an army travels on its stomach and you must
feed an army to fight a war. We have heard all those things, and
we all know that America’s family farmers produce the safest and
most efficient food supply found in this world. I see no better argu-
ment for the continued support for our Nation’s farmers.

Madam Secretary, the agriculture crisis we have faced over the
past 3 years remains. Even with the continued assistance Congress
has provided in the past, the farmers of my State continue to strug-
gle more and more every year. I have heard from many of my con-
stituents in recent months and they foresee, after their crops are
sold and equipment is put up for the winter, that this year will
turn out to be even worse.

Farmers across this country are exhausting the resources that
they have worked for years to build, and without a new farm policy
that allocates additional assistance, the family farms in my State
will disappear.

Our first priority of farm policy should be to provide an adequate
safety net for our farmers when natural or economic disasters
strike. Over the past 3 years, our farmers have experienced both
crises. This sector provides a stable food supply and the economic
engine for many rural communities.

A lesson we can learn from history is that when our economy be-
gins to waver, our agriculture industry often provides the backbone
of support that carries us through difficult times, and I hope that
this administration will take this objective into serious consider-
ation.

In the policy statement which you issued last week, a strong em-
phasis was made on increased need for conservation support. The
farmers of my State have utilized current conservation programs
well, but they have a continued need for improvement in programs
such as CRP and EQIP.
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I agree with you that more can be done in regard to conservation,
and I look forward to working with the administration and with
this committee to create conservation policies that adapt to farming
operations in States such as Georgia.

I mentioned earlier that our farmers produce the safest and most
efficient food supply to be found in the world. It is a food supply
that every American should have access to. As a former Governor,
I understand the importance of school and elderly nutrition pro-
grams, and agree with you that improvements in these programs
should be pursued. There are many other aspects such as rural de-
velopment, trade expansion, research and energy needs that we
must improve upon as we consider a new farm bill.

I look forward to working with you and this committee to craft
a new agriculture policy that secures the economies of rural Amer-
ica and places our Nation’s family farmers on a positive road into
the 21st century.

Thank you, Madam Secretary.

The CHAIRMAN. Thank you, Senator Miller.

Senator Wellstone.

STATEMENT OF HON. PAUL WELLSTONE, A U.S. SENATOR
FROM MINNESOTA

Senator WELLSTONE. Thank you, Mr. Chairman. I know that we
want to move forward, so I am going to move fairly quickly here.

Thank you for being here, Madam Secretary.

I want to first of all say to the Senator from Georgia that I quite
agree with his remarks, and I especially think that food security
certainly can be connected to national security. We always talk
about oil, but I can’t think of a more precious commodity than food,
and we need to view agriculture within that framework.

The second thing I want to say is that Senator Dayton and I had
hearings back home, and I am sure many colleagues did as well,
huge turnouts. This was in August and people were there. It was
mainly, Madam Secretary, because they really do have their backs
to the wall and they desperately want to see a change in farm pol-
icy. People more than anything else are focused on the price crisis
and they want to get a decent price. I mean, they want to be able
to get a decent price so they can support their families. It is that
simple.

My passion is for the family farm part of agriculture and I really
think that we need to see really significant changes from the farm
policy that we have had, especially when it comes to making sure
that family farmers get a decent price.

I am really interested in something I wish the House had done.
There is a lot of consensus in the countryside, and among a good
many of us on both sides of the aisle—and you allude to this; I
mean, your criticism of some of the subsidy in inverse relationship
to need is right on the mark.

We have to put more competition back into the food industry. I
mean my battle cry is to put free enterprise back in the free enter-
prise system. I have been kidding my colleagues on the other side
that I am becoming the conservative on the committee.

In particular, we need to have a section of whatever final farm
bill that is passed that deals with concentration; we absolutely do.
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There is a direct connection here between the whole issue of wheth-
er there is competition and whether family farmers are going to
have a shot at getting a decent price. I mean, if you are at an auc-
tion and there are two buyers, you don’t get a very good price.

I can’t see moving forward, Mr. Chairman, without really focus-
ing on the problem of concentration. I will tell you, you will find
farmers and people who live in rural America on all sides of the
political equation who agree with that. I would really like to see
that focus.

We talk a lot about rural economic development in relation to ag-
riculture and value-added products. I just want one more time to
say, especially given the situation we now find ourselves in on Sep-
tember 11 and afterwards, that on the energy front and on the en-
ergy independence front, an awful lot of people in rural America
feel like they have part of the answer, and part of it is biomass
electricity and clean fuels and biodiesel and ethanol and wind. I
want to just say that that can very much be a part of our future
and I don’t think can be disassociated from a farm bill.

Finally, I want to say to you, Mr. Chairman, your work—and I
know the Secretary has focused on this as well and I was very
pleased to see it. Above and beyond some of the really good pro-
grams like CRP, with the full backing of Pheasants Forever and
Ducks Unlimited, all of which has been win-win, this notion of en-
vironmental credits is extremely important. We ought not to give
up on that. It is the right thing to do. It brings more support from
people who don’t live in rural communities for a good farm bill. It
is something the administration can take the lead on. Senator Har-
kin has taken the lead on it and I just want to express my strong
support for this as well.

Then, finally, I want to ask you to do something that is gutsy be-
cause we don’t focus on this as much as a committee. Senator
Leahy started on it when he talked about WIC. WIC is important
and WIC has bipartisan support, but with all due respect, we are
in hard economic times. We need for the USDA to be an advocate
for the food stamp program.

Let’s just get real about it. You talk about citizen children. What
the Secretary is talking about, colleagues, are all the children of
legal immigrants, since we cutoff their benefits, who are not receiv-
ing any help. That is wrong.

I ask for the Food and Nutrition Service to do a study. They
came back and they told us that over 50 percent of the people are
not receiving it. We have seen like a 30-percent decline, Mr. Chair-
man, in food stamp participation, and the reason has not to do with
people no longer need it or are no longer eligible. We don’t have
outreach out in our counties anymore. We are not telling the work-
ing poor that they are eligible.

Colleagues, this is the major nutrition safety net for children in
our country. This is an extremely important program for working
poor people. Working poor people are getting killed in these hard
economic times.

You are in a position, Madam Secretary, to take the lead. This
committee is in the position to take the lead, and I want to argue
that in whatever economic stimulus package we have, and we will
have to have one, we have to face up to the fact that all kinds of
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people who are eligible aren’t receiving it. All kinds of children are
no longer getting the help that they need.

Frankly, it is an economic stimulus. It is an economic stimulus
because people right away purchase, and then when they have
some help to help them purchase food they have some other money
they can spend in other ways in the economy. Don’t, Senators on
both sides of the aisle, leave food nutrition programs and the food
stamp program over here. We need your strong leadership.

We have to be honest about some of the cuts we made in that
program that we shouldn’t have made. We have to be honest about
people who are eligible who are not receiving it, and we have to
make sure that we fully support this extremely important safety
net program, lifeline support program for working poor people and
for children in our country. We are not doing it now. Now is the
time to do it.

The CHAIRMAN. Thank you, Senator Wellstone. I would just add
as a postscript, I know in my State and several other States, as the
food stamp participation has gone down, the demand on food banks
has gone up, an interesting juxtaposition.

Senator WELLSTONE. A dramatic increase.

The CHAIRMAN. Senator Baucus.

STATEMENT OF HON. MAX BAUCUS, A U.S. SENATOR FROM
MONTANA

Senator BAucus. I thank the Chairman. I appreciate him holding
this hearing.

Thank you, Madam Secretary, for attending today. You have a
problem. With all the testimony I have heard thus far, a lot of, not
complaints, but deep, deep concerns about what is going on in the
country. I don’t envy your position, and I know you take these com-
ments in the spirit that they are meant, namely this is a huge
problem in large parts of our country.

I really have two points I want to make. One is with respect to
the commodities I am a bit familiar with, that is those in Montana.
Off the top I will tell you, if you don’t already know, Montana per-
capita income is at the bottom of the barrel. In 1946, Montana
ranked 10th in per-capita income. Ten years ago, we were 38th.
Today, we are 49th in wage per-capita income, and in total per-cap-
ita income we are about 47th. We are down at the bottom. It is be-
cause of the changing nature of the economy, globalization. There
are a lot of factors, but it is a fact.

Our largest industry is agriculture. That is our largest industry,
and if our per-capita income is going down so much, clearly agri-
culture income is also going down dramatically.

I know you are from California and those are the crops that you
are most familiar with. I have to tell you, when it comes to wheat,
when it comes to barley and some livestock, that is not California
at all. There is no comparison, none whatsoever. We so much rely
upon a decent income from wheat or from barley, basically. We
have some specialty crops, but it is basically wheat and barley and
cattle and sheep, which is declining, as you know, and hogs.

Over the years, let me just tell you what I have learned and
what the problems really come down to and what the solutions are
in this. You have been Secretary now about a year. You have done
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a great job, but I just want you to hear from me, somebody who
has been on this committee many years, representing my State for
many years, what I have seen for many years.

I associate myself with the remarks of the Senator from North
Dakota, Senator Conrad. He is right on target. A lot of this is un-
fair foreign competition, and it is the dramatic subsidies that other
countries have, particularly export subsidies that are trade-distort-
ing, and they are particularly European compared with other coun-
tries. We know a bit about the Canadian Wheat Board. That, too,
is trade-distorting, but the European subsidies are just over the
top.

He said, and it is true, that based upon deep, bitter experience
in working out trade agreements with other countries on various
items, we are not going to get very far with the Europeans until
we have leverage. No country, in my deep experience, altruistically,
out of the goodness of its heart, will lower a trade barrier. They
just don’t. Why should they? They don’t unless they are persuaded
to. You need leverage.

Senator Conrad has some ideas about what that leverage should
be. They are good ideas, but if you truly want to do something for
producers, you are going to have to find the leverage and your asso-
ciates are going to have to find the leverage so that in the next
year or two or three we get meaningful reduction in trade-distort-
ing overseas subsidies. You are going to have to find it. We will
work with you to try to find it, but we are going to have to have
it if we are going to be successful.

As you know, in the meantime our smaller towns are dying on
the vine, losing population, in eastern Montana, western South Da-
kota. I can only speak for our part of the country, but I am sure
that is true in other rural parts of the country as well.

The second major problem here—I mentioned trade—the second
is concentration of economic power. Producers are left the dregs. It
is those further up the food chain, all the way up to the grocery
stores, et cetera—that is where the money is. We all know that.

As Senator Wellstone and others on this committee have said
today, more and more and more people in agriculture know that is
part of the problem. I hear it everywhere. A few years ago, you
would just hear it from a few. Now, you hear it just constantly.
Farmers know that one of the reasons their profits are getting
squeezed is because there is too much concentration of economic
power higher up which takes their money away from them and fills
the pockets of those higher up. They know that, and there is a near
revolution brewing because so many people know that to be the
case. I strongly urge you to get on it right now, not give it lip serv-
ice.

We have known for years what the problems are, and for years,
to be honest, we really haven’t done a lot about it. It cuts across
all administrations. It is not Republican or Democrat; it is all ad-
ministrations. If you address those two concerns, that would go a
long way.

Third, the passage of a farm bill that truly has a safety net so
that those farmers who are working hard and doing a reasonably
good job just don’t fall between the cracks. We are not trying to
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save all farmers; we are just saying those who are working hard
and doing a pretty good job who fall between the cracks.

Mr. Chairman, just one more quick point. Thank you.

You have a harder charge right now, too, because of the crisis
that is going on. You have to work harder to get the attention of
OMB and the administration to do these things, a lot harder. That
is why at the top I said you have a tough job. We want to help you.

One very important, but very small second point. I have to men-
tion this, Mr. Chairman, because it is very, very important.

When I was back home not too long ago, I was at Fort Peck In-
dian Reservation and have had diabetes hearings across the State.
As you know, diabetes incidence in our country has gone up signifi-
cantly in all States across the Nation.

On Fort Peck Indian Reservation, kids there are on the reserva-
tion working for the newspaper went on strike; they boycotted be-
cause of the school lunch program, because of the content of the
food in the school lunch program, which encourages diabetes. It
doesn’t minimize it or prevent it, but encourages it. They have been
trying like the dickens to try to do anything to raise the profile of
USDA’s failure thus far to address the composition of the food in
the school lunch program. I would just urge you very strongly to
take a big step to help reduce diabetes in this country by address-
ing the quality of food in the school lunch program.

The CHAIRMAN. Thank you, Senator Baucus.

Senator Crapo.

STATEMENT OF HON. MIKE CRAPO, A U.S. SENATOR FROM
IDAHO

Senator CRAPO. Thank you very much, Mr. Chairman. I, too, will
try to be brief in my remarks. I see the need for that.

I want to again thank the Secretary for coming up here today,
and just say that I believe you have already heard from those who
have spoken today some of the critical concerns. The events of the
last couple of weeks have highlighted the critical importance of our
focus on food safety and food security. We appreciated your briefing
yesterday.

I just want to highlight a few points that frankly I was extremely
pleased to see well covered in your statement and in the excellent
materials that you have provided to us. I agree with and with Sen-
ator Conrad on the focus that you have made on international
trade. As has already been said by Senator Baucus, the fact is that
one of the most significant problems we face in American agri-
culture today is the unfair trade, the trade barriers, the tariffs, the
subsidies, and so forth, that we face in international competition in
the most important, expanding area of markets for our farmers. I
appreciate your focus on that.

I believe many of us from the ag sector, as we have dealt with
trade relationships, including trade agreements like NAFTA, and
so forth, over the last few years, are very interested in seeing how
the administration will respond to the challenge that we are faced
with from the unfair trade circumstances that we see in the world,
particularly focused on agriculture.

As you know, there is a WTO ag caucus, bipartisan, House and
Senate, here in the Congress that is very much focused on assuring
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that we work closely with the administration on trade issues. We
want to work closely with you. I frankly believe that the issue of
trade promotion authority is closely tied to how those who focus on
ag issues feel the administration is doing with regard to protecting
our interests in international trade.

Second, I was very pleased to see your focus on the need for a
safety net for our farmers and the recognition that you gave to the
fact that price supports and supply controls are not the way that
we should seek to pursue a safety net policy. I look forward to
working with you in putting together that basic safety net.

As you probably know, I too am one of those who is working very
closely on conservation issues, and I was pleased to see your com-
ments last week on that as well. It is very critical that we recog-
nize that as we craft a farm bill and we look at our national food
and fiber policies that we also recognize that, in my opinion, the
Farm bill has been probably one of the most significant pro-envi-
ronmental pieces of legislation. Our national farm policy is prob-
ably one of the most significant environmental pieces of legislation
that we deal with in this Congress. We need to recognize that that
is one of the important aspects of and objectives of our work now
on the farm bill.

Again, just to quickly wrap up here, I also appreciated your focus
on what you called ag infrastructure. It is critical that we recognize
the role of stabilizing and strengthening the agriculture infrastruc-
ture in this Nation, and I am talking there about things such as
research, information, inspection, monitoring, testing, promotion of
our products, those things that help protect our farmers against
emerging threats and help to promote their products in the world
climate.

Last, I just want to thank you also for your strong focus on rural
communities. I have found it very interesting to see your analysis
of the source of farm income and the diversity of farm income in
our rural communities. I believe that one of the focuses that we
must have in this committee is on how we can help develop a na-
tional food and fiber policy that will best address the growing need
of strengthening our rural communities.

It seems to me that in America right now, in a very real sense,
we are seeing two different economies emerge. If you will, I would
call it the urban economy which seems to be a lot more stable and
stronger, notwithstanding some of the recent events, and on a more
stable course than the rural economy that we see. It is almost like
two different economies in the United States. We have to recognize
that what we do here in this committee and what we do as we
work with you on farm policy can be critically important to those
rural communities.

Again, I thank you for coming here today, and I look forward to
working with you on these and other issues and I look forward to
your testimony.

The CHAIRMAN. Thank you, Senator Crapo, for being succinct.
You came in under the 5-minutes. I appreciate that very much.

Senator CRAPO. I hope I get some points for that along the way.

The CHAIRMAN. You will get a lot of points for that.

Senator Dayton.
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STATEMENT OF HON. MARK DAYTON, A U.S. SENATOR FROM
MINNESOTA

Senator DAYTON. Thank you, Mr. Chairman, and I want to thank
you, along with Senator Wellstone, Mr. Chairman, for giving us the
opportunity to hold field hearings of this committee in Minnesota.
As Senator Wellstone said, they were extremely well-attended. We
had over 200 at one and about 150 at another, and the input was
very, very valuable. Thank you for that.

Madam Secretary and the members of your administration, I
want to thank you for being here as well. Much has already been
said that I am not going to repeat it if I can help myself, but Sen-
ator Conrad’s chart here, it seems to me, really captures the es-
sence of the challenge that we face in moving our farm economy
forward. It is also, to my mind, a very effective measure of the suc-
cess or lack thereof in our future agriculture policy.

It seems to me that if we can get net farm income up or keep
it at the present level and bring the percent of that which is pro-
vided by Government payments down, that, to me—and if you
agree or disagree, I would be interested in your comments—ought
to be a very good index of whether or not our programs are success-
ful, and the need for market prices to reach levels where farmers
can make profits in the marketplace rather than depend on Gov-
ernment subsidies.

I hope we can have the kind of candid dialog in this hearing and
hereafter that I believe is called for, because we give lip service to
that, but I don’t know that that is really the conviction held by ev-
eryone in your administration, nor is it held by everyone in the ag-
riculture industry. Clearly, there are some people whose economic
interest benefits from having lower prices. Some farm producers,
livestock producers and dairy producers benefit from lower grain
prices.

Certainly, farther up the processing and distribution lines, as
others have said, starting with a lower price base for raw commod-
ities is going to mean greater margins for profit. Some believe that
we have to keep our market prices lower in order to increase our
competitiveness with export sales.

We can’t gloss over our difference here and get to the really bot-
tom line of American agriculture. Are we going to make it profit-
able in the marketplace? Is that a goal of farm policy? If it is not,
for whatever reason, let’s admit that it is not, and therefore that
we need some form of Government subsidies or we need to go
through a wrenching out in the industry or in the whole sector of
some producers.

It seems to me the inability to come to terms, to hard grips with
that is something we have been able to gloss over because we have
$20 billion now going into prop up the economy, resulting in this
kind of distortion. If we take this money out, as we try to avoid
doing and may have to do just because of the cost, what are the
effects going to be? Are we going to ameliorate those effects or are
we simply going to say to farmers, as Freedom to Farm intended
6 years ago, you are on your own out there and if you can’t make
it with the fluctuating market prices, then you are simply going to
go out of business? That, to me, is the question we all try to avoid.
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That is the elephant in the closet or whatever that we are going
to have to let out and face up to.

The Farmers Union just recently produced figures on what they
estimated the cost of production was for a bushel of corn, soybeans
and some of the other basic commodities. I would be interested,
and you probably can’t respond today, Madam Secretary, whether
in your estimation those numbers are accurate, reasonably so, gen-
eralized across the country, or not.

If they are accurate and they are far above the market prices of
those commodities today, then I would be interested to know
whether, in your view and the administration’s view, those are ap-
propriate target prices we are setting as a clear public objective to
get the market prices of these commodities above that cost of pro-
duction point so farmers can make a profit in the marketplace or
whether, in the balance, that is not our policy, that is not our objec-
tive, in which case then we could talk about alternatives we posit.

If we don’t get to the crux of that issue as a driving factor in cre-
ating this farm bill, Mr. Chairman, then we don’t know what our
goal is and we are not going to be in a position to know whether
or not we have accomplished it.

Finally, I just want to say, Mr. Chairman, I commend you for
your focus on conservation. Your new initiatives in that area, in ad-
dition to the CRP and the wildlife reserve and some of the other
programs, really heralds a new day where we can try to encourage
farmers to adopt more conserving practices, while at the same time
still producing our Nation’s foodstuffs.

I thank you, Mr. Chairman.

The CHAIRMAN. Thank you very much, Senator Dayton.

Senator Lincoln.

STATEMENT OF HON. BLANCHE LINCOLN, A U.S. SENATOR
FROM ARKANSAS

Senator LINCOLN. Mr. Chairman, thank you. Thank you for hold-
ing this hearing today. I also want to thank our Secretary, Sec-
retary Veneman, as well as Dr. Collins and Dr. Penn, for appearing
before us today.

The work of America’s farmers continues, and so does the work
of this committee toward a better and more effective agriculture
policy in this Nation. The Secretary’s appearance and the presen-
tation of the administration’s views on agriculture today show us
that despite the very, very serious matters that they are dealing
with and that we are all dealing with, they have not forgotten the
needs of rural America, and we appreciate that.

We have all heard suggestions over the past several days that
development of a new farm bill should be delayed until next year,
or put off. Concerns about the Federal budget are even greater now
than they were in August, and I feel very confident that Senator
Conrad has mentioned some of that already. If not, he will later.

Yet, while we focus our attention on our national defense and the
fight against terrorism, we must also keep an eye on the daily
needs of our citizens in this country. In many cases, as it is in the
case of agriculture policy, these daily needs actually relate in a
very direct way to our Nation’s basic ability to respond in times of
crisis.
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The soundness of our Nation’s economy relies in large part on
the health of rural America, and as we all know, our rural economy
is in serious trouble. This makes our work toward a new farm bill
that much more urgent, in my opinion. Many in Congress are talk-
ing about an economic stimulus package. For Arkansas, a boost to
the farm sector would be one of the most effective forms of eco-
nomic stimulus we could see. This is true, of course, for many parts
of rural America, certainly for each of the States that is rep-
resented here on the Agriculture Committee.

Over the past several months, the Agriculture Committee has de-
bated the different forms of support that the next Farm bill should
include. Sometimes, the debate has taken somewhat of a divisive
tone. I know that in some of the recent articles we saw this sum-
mer I, for one, was very disappointed to see how some people have
c}lllosen to really sensationalize some of the programs that are
there.

To the extent that they included some of us who are farmers in
those articles, it was concerning to me, especially, again, the way
that it was sensationalized. I find myself as one of nine grand-
children of a grandfather who left a trust, and yet I was cat-
egorized as one of the big farmers on the committee, very inac-
curately. I found that I was responsible for the entire farm, as op-
posed to just the one small part that is my part, being one of nine
grandchildren, which is only about a quarter of the entire farm.

It is very important for us to be realistic and to be honest about
what we are talking about and being able to produce the safest and
most abundant and affordable food supply in the world. My family
is engaged in farm programs because, after all, they are farmers.
It is important for us in this Nation to be able to provide the kind
of safety net that agricultural producers need to be competitive in
a world marketplace.

I raise this issue to point out how some people wish to carry out
the Farm bill debate. Rather than bringing the different segments
of the agricultural community together to find a comprehensive so-
lution that can work for all parts of our very diverse rural econ-
omy, some people seem to think that the best approach is to drive
a wedge between the members of the farm coalition. That is dev-
astating.

I use the word “coalition” for a reason. All of us in this room are
part of this farm coalition. We are all from farm States that depend
very heavily on the strength of the farm economy. We all farm very
different crops, in very different manners, but we don’t have the
time to waste on divisive approaches to the Farm bill debate. Our
farmers need a farm bill, and they need it very, very soon.

I am pleased that my colleague from Arkansas has already men-
tioned some of the things that we hope to be focusing on, as well:
the unbelievable problems that we are seeing in our catfish indus-
try, where they are facing the misleading labeling of the Vietnam-
ese basa fish, and certainly the needs of our rice farmers for great-
er shipments of rice in the food aid program.

When I visited with farmers throughout Arkansas during Au-
gust, I found farmers who had been in business since the 1940’s
and they were getting the same price for their rice that they got
in the 1940’s. They cannot survive that way. They have a good
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crop. There are ways that we can be helpful to them, and I hope
that we can use those food aid programs to do just that.

The House has almost finished their debate and is close to put-
ting a bill on the House floor for consideration, and the time is
really drawing near when the Senate needs to do the same.

Again, I applaud the Senator for the charts that are provided.
They are always excellent and I always use them.

I hope that we will recognize that we are at a critical juncture
of whether or not we make the choices on behalf of the American
people, of whether or not we want to provide the kind of safety net
that is going to allow us the kind of domestic production in agri-
culture that we need not only in good times, but also in times of
crisis.

I hope that we will all come together in this committee, as well
as in the farm community, to ensure that what we come up with
is something that will allow us to be able to do that, and that is
to keep our farmers active, to keep them competitive in an inter-
national marketplace, and provide them the tools, conservation and
otherwise, that they need in order to do the best job that they can
and continue to produce for us the safest and most abundant and
affordable food supply, as they have over the years.

I thank you, Madam Secretary, for coming today to help us get
a strong start to a very strong farm bill here in the U.S. Senate.
I hope that we can work with you in this process to provide some-
thing on behalf of production agriculture.

Thank you.

The CHAIRMAN. Thank you, Senator Lincoln.

Senator Thomas, I apologize. I thought you had gone.

STATEMENT OF HON. CRAIG THOMAS, A U.S. SENATOR FROM
WYOMING

Senator THOMAS. Not at all. I did leave for a minute, but I
thought maybe the Secretary would get a chance pretty soon.

Thank you for being with us and for meeting with us last week.
I appreciate.

There have been a lot of changes in agriculture, no question
about it. The focus has been on the program crops. You point out
that now only 30 percent of the farms are really in there; 20 per-
cent of the value comes from program crops. We need to be broad-
er. We need to talk about conservation. My friend from Arkansas
talks about catfish and rice. In Wyoming, we would have to talk
about something else, probably sheep and sugar. It is a broad
thing. Concentration is very important, and fair trade, and those
are the things I hope we can, in addition, talk about.

Thank you for being here, and I hope you get a chance to talk.

The CHAIRMAN. You get the prize for being the shortest of all. It
wasn’t even 30 seconds, hardly. Thank you.

Madam Secretary, you have been very kind and very patient. As
I was just saying to Senator Lugar, it is important for Senators to
be able to have at least 5 minutes to speak about their own par-
ticular interest and about their States.

I noticed you taking notes, and I was taking some, too, Madam
Secretary, because we have a lot of expertise here. We have a lot
of people around this dais who have been involved in agriculture
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for a long time. We all represent different sectors of the Nation, dif-
ferent types of crops, different kinds of production. It is important
to hear these Senators. I appreciate your patience and your atten-
tion to the comments that they have made, and I know you will
take them to heart.

Again, we welcome you here and please proceed with your testi-
mony.

STATEMENT OF HON. ANN M. VENEMAN, SECRETARY, UNITED
STATES DEPARTMENT OF AGRICULTURE, WASHINGTON, DC;

ACCOMPANIED BY J.B. PENN, UNDER SECRETARY, FARM AND
FOREIGN AGRICULTURE SERVICE, UNITED STATES
DEPARTMENT OF AGRICULTURE

Secretary VENEMAN. Thank you very much, Mr. Chairman. I am
pleased to be here this morning with the committee, and I appre-
ciate the attendance of so many of the committee here today.

I want to thank you, Mr. Chairman, and Senator Lugar as well,
and all the members for this invitation to discuss our views on the
future of food and agriculture policy. I want to make this short
statement and then I will be pleased to respond to your questions,
and cvlvould ask that our longer statement be included for the
record.

The CHAIRMAN. Without objection.

Secretary VENEMAN. The past 2 weeks have been very difficult
and an extremely sad time for all Americans. The acts of terror
were cowardly acts on innocent human lives and will certainly have
a long-lasting impact on every one of us.

Americans are strong and unyielding in our defense of freedom,
our culture, our way of life, and our people. While our hearts go
out to the victims and their families and we mourn those who lost
their lives, we salute the courage of those who saved lives and ad-
mire the countless volunteers, firefighters and police who have
been working around the clock in the search and rescue efforts.

In the wake of this tragedy, our Nation is stronger and more uni-
fied than ever. As the President said last week in his address to
Congress, we will not tire, we will not falter, and we will not fail.

At USDA, we have been assisting, where possible. Five of our
Forest Service incident management teams have supported the
search and rescue operations. These teams are providing equip-
ment, supplies, tents and food to thousands of workers and volun-
teers. In addition, our Food and Nutrition Service is working with
impacted communities to assure food assistance is available to
those in need. Other USDA staff are helping in various ways, and
I want to assure you that all of our personnel continue to operate
our programs. We are back to business, not as usual. We are being
extra vigilant in all that we do. As the President said, all of this
was brought on us in a single day and night fell on a different
world.

I would like to begin my remarks by commending the committee
for starting a wide-ranging discussion on the future of our food and
agriculture system. Likewise, as has been mentioned here today,
the House has been moving on a farm bill as well.

Since the beginning of the year, the occurrence of several major
events has convinced me of the urgency of a comprehensive review
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of all of today’s agriculture, all of the policies, all of the programs,
and other supporting public infrastructure.

The foot and mouth disease outbreak in the United Kingdom and
on the European continent was a major threat to our livestock sec-
tor. Fortunately, we have maintained our 72-year record of keeping
the U.S. foot and mouth disease-free. As a result, this year we have
significantly increased our resources, our personnel, our dog teams,
our inspections to protect U.S. agriculture.

Also, the spread of BSE in Europe and the recent find in Japan
has enormous implications for beef and feed markets. Our policies
to regulate feeding practices and actively test for BSE have pro-
tected our consumers and ranchers and farmers. We continue to re-
view these programs and the science to ensure that strong firewalls
are in place.

The emergence of ag biotechnology and its widespread adoption
in this country is posing new challenges throughout the food sys-
tem and the global trading complex. Ag biotech holds tremendous
promise, as illustrated by the StarLink incident. However, it is im-
portant that we continue to assure a coordinated and rigorous
science-based approach to this emerging technology.

Our food system continues to stand the test of these events and
they serve to reemphasize just how valuable our public infrastruc-
ture of specialists, institutions and facilities are to our farmers and
ranchers and to the ag economy as a whole. Our policies, regula-
tions and supporting institutions must keep pace with new tech-
nology, the shifting business environment, and our industry struc-
ture. These and other reasons led us to decide to take a longer view
of the needs of the entire food and ag system.

Throughout my career, I have participated in many strategic
planning exercises and policy analysis, which is why our first step
in preparing for the future policy discussion has been to develop a
profile of the industry today, where it is heading, and to identify
the major drivers of change.

Last week, as has been mentioned today, we released a report
entitled “Food and Agriculture Policy: Taking Stock for the New
Century,” and most of you have seen the report. This review and
the suggested principles hopefully will guide the tenure of our ad-
ministration as it serves as the basis for strategic planning, for de-
cisionmaking within USDA, for our budget proposals, and for our
input into the Farm bill process.

We did not attempt to prepare detailed proposals for the Farm
bill. We decided that we could best contribute to the deliberations
by taking this approach rather than developing detailed proposals.
There is an abundance of highly creative thinking that can develop
alternative approaches to the various issues that would be consist-
ent with the principles we have put forward. We look forward to
working with the Congress as specific proposals are discussed.

Now, I want to briefly outline the report. In our report, we begin
by noting that fast-paced changes are occurring and how these
have fundamentally reshaped the market environment for our farm
sector. We then examine a wide range of critical issues that impact
our food and agriculture system.

We recognize the rapidly changing food and agriculture system.
We put forward an understanding that trade expansion is critical
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to the future of agriculture. We examine farm sector structure in
today’s global environment. We recognize that more than ever, en-
hanced infrastructure is necessary to protect the very core of agri-
culture and the products that our farmers and ranchers produce.

We recognize the different role that the conservation and envi-
ronment are playing in today’s production agriculture. We talk
about how to strengthen rural communities and how to ensure
strong nutrition and food assistance programs. Finally, we talk
about the importance of integrated programs as we move the De-
partment into a 21st century workplace for delivering the services
to the customer base that we serve.

Let me briefly touch on some of the key findings of our stock-tak-
ing exercise on the evolving food and agriculture system before
turning to our principles.

Today, American farmers operate in a global, technologically ad-
vanced, rapidly diversifying, highly competitive business environ-
ment that is driven by increasingly sophisticated consumers. We
have shifted from the commodity-based, surplus-oriented produc-
tion focus of the last century to one now defined by products, serv-
ices, markets and consumers.

Increasingly, our consumers insist on defining what is produced,
how it is produced, how the production takes place and with what
effects. American consumers are only part of the contemporary pic-
ture, though. As I have said before, more than 96 percent of the
world’s population lives outside the United States. Exports already
account for some 25 percent of total farm sales and represent the
largest potential growth market for the future.

Access to these markets requires overcoming barriers created not
only by high tariffs, but also by different cultures, languages, and
preferences for food in a diverse, technologically driven farm sector
that faces the new realities of consumer-driven agriculture at home
and abroad.

Today, about 150,000 American farmers produce most of our food
and fiber. These commercial operations make up just one segment
of U.S. agriculture. USDA counts another 2 million-plus farmers
who meet the criterion of a farmer; that is, at least $1,000 of agri-
culture products sales annually, many of whom have other occupa-
tions but who enjoy rural lifestyles.

A vast diversity of businesses and households emerges out of this
multitude—niche farms, hobby farms, hunting preserves, dude
ranches, you-pick operations, farms that sell directly to consumers
through farmers’ markets, bed-and-breakfasts, and many more.

Our report analyzes the current realities of our market and our
farm structure in more detail, and also identifies the small number
of very powerful forces that are propelling the fast-paced changes
occurring in every single component of the food system.

Let me be very clear. We must help our farmers expand into new
markets if we are going to succeed in the ever-changing environ-
ment. Otherwise, they will be left behind. We need tools like trade
promotion authority to open new markets and reduce tariffs.

Globalization has increased competitive pressure from closer in-
tegration of business all around the world. Better, faster, more reli-
able communications and transportation systems facilitate busi-
ness’ abilities to produce, source and sell in the locations that give
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them the best advantage, even if it means operating in multiple lo-
cations around the world.

A broad range of new technologies—precision agriculture, e-com-
merce, biotechnology, and food system technologies such as new
packaging materials—continue to expand our markets by creating
completely new demands for ag products. These are powerful forces
and they will continue to drive our food and agriculture system.
Another change that has been constant in the evolution of the U.S.
farm and food sector is rapidly evolving consumer demands driven
by globalization and new technology will increase the pace of
change in the new century.

Mr. Chairman, how we approach these issues will set the course
for American agriculture of the future, and I would like to discuss
our central principles.

Trade policy leads off the critical importance of global markets.
Trade policy must focus on gaining access to foreign markets
through tariff reduction and the elimination of trade-distorting sub-
sidies, and be supported by domestic policy that meets our existing
international obligations and provides ample latitude to pursue
ambitious goals for trade negotiations.

Domestic farm policy must not inadvertently reduce competitive-
ness at the same time that trade policy seeks expanded export
market opportunities for our farmers. Farm policy and programs
must be tailored to reflect wide differences among farms with re-
spect to production costs, marketing approaches, management ca-
pabilities and household goals.

Farm policy, including providing a safety net, must promote
more sustainable prosperity for farmers through market orienta-
tion without engendering long-term dependence on Government
support. This does not rule out helping farmers and ranchers when
unexpected events beyond their control occur and cause output or
income to plummet.

The infrastructure that supports market growth and efficiency,
which includes everything from border inspection services to re-
search endeavors, must be renewed and reoriented to fit today’s re-
a}llities, with input and cooperation from every link in the food
chain.

Conservation policy must both sustain environmental gains, but
also accommodate new and emerging environmental concerns. The
need for sources of renewable energy and the potential for reducing
greenhouse gas emissions are emerging environmental issues. In
addition, reducing nutrient runoff from livestock production, ad-
dressing conflicts over scarce water supplies, and protecting open
space have gained momentum as issues to be addressed.

Conservation policies should adapt to emerging environmental
and community needs, and incorporate the latest science. Con-
servation policies should be market-oriented in order to ensure the
maximum environmental benefits for each dollar spent. This re-
quires a portfolio of instruments, including land retirement, but
also stewardship incentives on working farmland.

Now that the economies of seven out of eight rural counties are
dominated by non-farm activities, commodity-based policies do not
address the complexities of rural life and rural business. Rural
America is diverse, and tailored policies must create conditions
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that will attract private investment, encourage education of the
rural labor force, and promote non-farm uses of the natural re-
source base, including through development of renewable energy
sources and carbon sequestration to reduce greenhouse gas emis-
sions.

Commitment to ensuring the access of all Americans to a healthy
and nutritious food supply must continue, with particular attention
to improvements in delivery of food assistance to low-income fami-
lies who still face food insecurity.

Recognition of emerging diet quality issues is of paramount im-
portance, and it was mentioned this morning, as the Nation’s con-
cern shifts from under-consumption and under-nutrition to provi-
sion of the proper varieties and quantities of foods and nutrients
to promote health and well-being.

Public sector management, and that of the U.S. Department of
Agriculture in particular, must overcome the tendency of tradi-
tional agency hierarchies that inhibit the coordination and collabo-
ration necessary for effective delivery of food and farm programs
and citizens’ access to public services.

There are, no doubt, many policy options and program designs
consistent with these principles for the new century. Selection of
the best among them will require continued attention to the reali-
ties of the farm and food sector, and a dedication to fair and effec-
tive operation of the Federal Government.

Mr. Chairman, as we enter a new century, this is the most op-
portune time for leaders in agriculture to take the long view, to
step back and determine as best we can the future requirements
of this industry, and to put in place the plans and investments that
will be necessary to enable our food system to serve us well in the
decades ahead as it has in the past.

I appreciate the opportunity to discuss our vision and to share
our guiding principles that we have developed. We look forward to
working with you in the future and I will be pleased to answer
your questions.

[The prepared statement of Secretary Veneman can be found in
the appendix on page 67.]

The CHAIRMAN. Madam Secretary, thank you very much for your
statement, and your prepared statement will be made part of the
record in its entirety.

We will just have 5-minute rounds for some questions, and again
we will go in order of appearance, as we did before, except that I
would try to go from one side to the other in the question period.

Madam Secretary, I am sure it comes as no surprise to you that
I want to focus a little bit on conservation in my opening question.
I am really pleased at your statement about focus on a new stew-
ardship on working lands. Certainly, the land set-asides that we
have had in the past, the CRP and WRP and others, have indeed
provided a lot of benefits to a lot of areas. We have new industries
in my home State that are taking advantage of that in terms of
hunting, wild fowl production, wildlife habitat, things like that. It
has been very beneficial.

However, I do agree with you that we need to have a new focus
on how to support farmers and ranchers in conservation practices,
and how to be good stewards on the working land. In this way, I
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see that we can indeed support our farmers and ranchers, to give
them income support that they need in a way that is non-trade-dis-
torting, gives a benefit not only to them, but also to all of society,
and preserves our valuable resources for future generations.

Now, in your report, you mentioned the importance of creating
programs that are non-trade-distorting. This is reflected through-
out your entire policy report. You support the conservation incen-
tive program for working lands.

However, in describing a potential approach for implementing
the program, you talked about using a bidding system. I am talking
about now page 86, on which you talk about designing a market-
based stewardship program. This report indicates that bidding
would lead to rates reflecting costs of implementing practices, and
that is referred to as a WTO requirement for green box.

Well, I am not certain. As I read the Uruguay Round, the cost
limitation is not a requirement for green box treatment for direct
payments of the type not contemplated at the time of negotiation
or ones that provide decoupled income support, even if they are
connected to conservation. Therefore, the cost limitation mentioned
in this report for green box treatment is not the only way a con-
servation incentive program may qualify as WTO green box.

In other words, what I am saying is a bidding system may be one
way, and that is correct that it would be WTO-compliant. If you
look at the language of the Uruguay Round, there may be other
ways of doing that. It could be a contractual system, for example,
rather than just a bidding system.

Is that consistent with your interpretation?

Secretary VENEMAN. Yes, It is. Obviously, it is very complicated
as you begin to look at a variety of these things. What we tried to
do on this page that you referred to in looking at a market-based
stewardship program is give some idea of just one concept that
might be piloted as a part of a new program that would really look
at costs and benefits, and give some value to a new environmental
concept.

It is certainly one of the tools that we discuss in the tool box of
possible environmental programs, many of which we already are
using. You are correct. There are different ways to look at green
box consistency, and while this is correct, there are also other ways
to look at green box consistency as well.

The CHAIRMAN. I am glad to hear that, and I look forward to
working with you on ways to do that.

I just have one more question. They didn’t run the clock, but I
just have one more question before I move on.

It would be helpful to me and other members of the committee
to know what the administration’s position would be on some of the
following existing conservation programs: the EQIP program which
has been very successful and which I also think needs expanding.
There has been some talk about moving that from the Natural Re-
sources Conservation Service to the Farm Service Agency.

I am wondering if you have developed a position on that yet; if
so, if you could tell us whether you would approve of that type of
a move or whether you are still examining it? Have you developed
a position on that as of this time?
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Secretary VENEMAN. Well, the EQIP program has proven to be
one of the very effective tools that we have in that conservation
tool box of existing programs. I frankly haven’t had any discussion
of moving the program. I guess some have, but we certainly haven’t
taken any kind of position in our book or in any other way on that
issue.

The CHAIRMAN. You don’t have a position right now on where
that should be located?

Secretary VENEMAN. No. I mean, it has been operated in NRCS
and it has a lot of components of technical components, and that
is certainly where one of their core competencies is.

The CHAIRMAN. I appreciate that. Just one last thing: limiting
USDA technical services, as you just mentioned, primarily to pro-
ducers who participate in Federal land retirement or cost-share
programs. If we did that, if we just limited these technical services
to producers who participate in Federal land retirement or cost-
share programs, according to the National Association of Conserva-
tion Districts, it could cause up to 90 percent of the Nation’s ag
producers to lose most or all of the conservation technical assist-
ance they currently receive.

Again, I am just wondering if you have a position on that and
whether or not we should limit it or should we keep it broad, as
it is today?

Secretary VENEMAN. I am not familiar with anything that would
indicate that we have wanted to limit technical assistance.

The CHAIRMAN. I appreciate that.

Secretary VENEMAN. That as we move forward and we talk about
the environmental issues that farmers are facing today, it is a
broader range of issues—water quality and quantity, issues of live-
stock waste.

That one of the things that is recognized throughout agriculture
and agriculture groups, as well as in many environmental groups,
is there are a lot of issues where we do need both technical assist-
ance and programs to help address some of these issues and help
farmers be successful; as you say, have programs that allow farm-
ers to be successful as farmers, not just taking land out of produc-
tion.

The CHAIRMAN. I appreciate that. It ought to be broadly based,
too, and I appreciate hearing that.

Senator Lugar.

Senator LUGAR. Thank you very much, Mr. Chairman.

Secretary Veneman, I am informed that on Monday House Agri-
culture Committee staff members briefed commodity groups in this
city on their continuing assumption that $73.5 billion above base-
line would be available for programs supporting the Farm bill over
the next 10 years of time. The plan they suggested was they
thought that the House would act immediately, maybe next week,
leaving to us the reality work of taking a look at what money, in
fact, is here.

Now, the assumption of $73.5 billion over 10 years sees agri-
culture in America in perpetual crisis for a decade. It sees $7 bil-
lion, on average, every year over and above all that we are doing
now. It suggests surpluses in those 10 years, or at least in some
of them, I presume, from which this money might come, or it will
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C(f)‘fr‘ne from Social Security, Medicare, education programs, or other
offsets.

It is time really, Madam Secretary, for the administration to give
a pretty clear idea of what the money situation is if there is to be
a debate next week in which an assumption is being made that
$73.5 billion is about to go for agricultural subsidies, or at least
$45 billion according to estimates, at least, from House authorities.

Second, I would just say, Madam Secretary, that the suggestion
is being made that it is appropriate to discuss this next week, even
in the face of debates we are having about the internal security of
the country; specifically, powers for the FBI to detain suspects, for
example, large civil rights issues; questions everyday of moneys
that may be required additional to the $40 billion that we appro-
priated for the war and for the rebuilding of New York City and
the Pentagon, in addition to the moneys we appropriated last week
simply to keep our airlines going, without any idea whether that
will be adequate, given the very sharp decline.

The sense of reality about this, Madam Secretary, is this country
has enormous economic problems that have not been fathomed one
iota in terms of the estimates coming from anybody thus far. Now,
let us say theoretically that it turns out the administration says
not to worry, that there is $73 billion clearly there, $7 billion for
agricultural emergencies. Then it seems to me it would be very use-
ful to take a look at the chairman’s idea of how should these be
distributed.

Your report says the distribution now means that moneys go to
large commercial farms. It means they grow and small farms de-
cline. Yet, around this table today we have heard about the plight
of the small family farm. Of course, it is difficult. The programs we
now have almost guarantee it will be difficult. They guarantee con-
centration of ownership, not of farmers, but everybody else, for that
matter. They guarantee distortion of markets that you have illus-
trated to a fare thee well.

Therefore, to proceed down the trail with more of this, on top of
more, seems to me inadvisable. The Department needs to speak up,
or someone in the administration needs to do so promptly if there
is to be any consistency with the report that you have.

Now, if we are to distribute money, perhaps it should be through
conservation payments. They might go to small farmers, as well as
to large ones. It may be that the risk management we adopted last
year in crop insurance has some viability with regard to all types
of people in farming, not just the 40 percent who now get the com-
modity payments. Sixty percent do not, so all of the rest of the
rhetoric is useless with regard to a majority of farmers, however
you define them.

These are serious problems, Madam Secretary. We are all kid-
ding ourselves if we do not see that at least a schedule seems to
be on track to debate a farm bill, inconceivable as this might be,
on the House floor next week in the middle of a war. We had better
wise up.

Finally, this idea that somehow an army marches on its stomach,
that food security means that this is vital—let’s come off of it. The
fact is 90 percent of our conservation payments now go to retire
land. We have gone to desperate means to curtail supplies in this
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country. To imply somehow we need a farm bill in order to feed our
troops and to feed our Nation is ridiculous, and I hear that subject
being raised again and again.

The facts of life are we have it coming out of our ears. As you
have pointed out, if we can’t trade it, if we can’t export it, we are
going to have low prices perpetually, given these policies, while we
lament low prices.

Madam Secretary, I am sorry to go into an oration, but neverthe-
less you can tell I feel strongly about these things, and you should
too. This is why I hope you will testify promptly on each of these
issues.

I thank you.

Secretary VENEMAN. Thank you, Senator. Let me first go back to
the purpose of the book really was to bring a larger and broader
debate about farm policy, about the fact that it is not a single sec-
tor.

Somebody brought up, what is the definition of a family farmer?
Well, one of the reasons that we talked about the differences in the
farm sector in this book is to really show that there isn’t a single
kind of farmer in today’s environment. There are people of all sizes,
at all parts of the spectrum, and most of them are family farmers,
but families structured differently. Part of this is looking at the
huge diversity of farms that we have.

You talked about conservation payments being a way to reach
more of the farmers. As you know, one of the things this report
points out is that only 30 percent of the land is owned by about
150,000 people that are producing about 70 percent of the produc-
tion. Conservation programs do reach probably a broader range of
people that are in the agriculture sector.

I agree with you that risk management tools are important, as
well, whether it is crop insurance types of programs, or we haven’t
talked today about things like the farm accounts, the risk manage-
ment accounts, where we would use the Tax Code as well to give
farmers some assurance of being able to get through the difficult
times. That also has to be part of the Farm bill debate.

As far as the timing is concerned, I understand very well your
concerns because, again, as this report points out, there is a very
diverse farm sector that is changing. The food and fiber sector is
changing all the time because of technology and globalization and
a variety of other factors.

People who say that agriculture isn’t high-tech are wrong. I
mean, this is a high-tech industry that is being driven by new
forces, like other sectors of the economy, and it is going to take
time to take a deliberative approach as to how we really should ad-
dress all of the factors that impact our food and fiber sector and
our farm sector today.

I might add that this Farm bill does not expire until just over
a year from now. The budget at this time is uncertain. I can’t
speak to you about the budget. I have been talking with Mr. Dan-
iels. It is important to work out at this point. I can’t talk to you
about where the budget is going to go with regard to anything be-
cause of the uncertainty of what has happened in the last 2 weeks.

I might add that I commend the Congress, both the Senate and
the House, for acting quickly before the August recess to give farm-
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ers some needed help. We have been able to get that help out to
farmers, most of it already before the end of the fiscal year, and
so we have had some assistance this year.

Again, the purpose of what we have tried to do here is, like you
would in a strategic plan, to frame the debate around what does
the farm sector today look like and what are the factors that are
driving it. We hope that we have been helpful in doing that.

I would also commend both you and Senator Harkin for the prin-
ciples that you put forward yesterday. Those are quite consistent
with the principles that the administration has put forward, and
we certainly look forward to working with you to advance programs
that would be consistent with the principles that we have all put
forward.

The CHAIRMAN. Senator Conrad.

Senator CONRAD. Mr. Chairman, thank you, and thank you
again, Madam Secretary. Let me come at this a different way be-
cause Senator Lugar feels strongly on one side and I feel just as
strongly on the other side. This economy is in trouble. It is not just
the broader economy; the farm economy is in desperate trouble.

I am going to a meeting in 10 minutes with the leaders of the
House and Senate Budget and Finance Committees for a review of
our current financial position. One of the questions that is going to
be asked at that meeting is what is the administration’s position
with respect to the money that is in the budget to write a new farm
bill.

As Senator Lugar correctly described, there is $73.5 billion that
is in the budget resolution to help write a new farm bill. The ad-
ministration in its mid-session review said that that money would
have to be offset, that that money would have to be made available
by cuts in other places in the budget.

The question I would ask you is what is the administration’s po-
sition? Can the money that is in the budget to write a new farm
bill be used or not? This goes beyond an academic question. In 10
minutes, the leaders of the House and the Senate Budget and Fi-
nance Committees are going to be grappling with that question,
among others, as we attempt to determine our current financial cir-
cumstance.

Let me just say that I just held a hearing in my State and one
of the major farm group leaders, when I asked him if this money
were not available what does it mean, said, Senator, if this money
is not available to help write a new farm bill, there will be a race
to the auctioneer, a race to the auctioneer. I know that is true. I
don’t think that serves any economic purpose at all.

I heard in your response to Senator Lugar that you are not pre-
pared to answer the question. When will you be prepared to an-
swer?

Secretary VENEMAN. Well, again, the budget situation is an un-
certain one, as we all know, and I certainly appreciate the position
that you are in and the Members of Congress are in. Again, this
is an issue that you will be working with OMB on.

No one could have predicted what was going to happen 2 weeks
ago. No one can prepare for that from the standpoint of many parts
of our lives, but at this point I can’t speak for the administration
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on what is going to happen on particular aspects of the budget, and
would ask that you work with OMB in that regard.

I know that there are farmers in this country who are struggling.
At the same time, it is important to point out that this year it is
projected that net cash farm income will be at an all-time high, at
a total of $61 billion. Farm real estate values have increased 21
percent since 1996.

It is important when we talk about the farm sector that we rec-
ognize that some of the economic considerations have changed; that
some of the prices, particularly on livestock, have been getting bet-
ter.

Senator CONRAD. My time is rapidly leaving and I have to go to
this other meeting. I would just say to you I hope the message from
this administration is things aren’t fine in farm country because
tShat just defies the reality that I see everyday as I go around my

tate.

I mean, if the farm community in my State were to hear the
message that everything is fine and getting better, they would go
through the roof, Republicans, Democrats, independents, because
that is not the reality of their lives. I have never seen in my life
of public service a sense of hopelessness as deep as what I see in
farm country.

Let me go back to the fundamental question. You are the Sec-
retary of Agriculture. If you can’t tell us whether or not the admin-
istration supports the use of the money that is in the budget to
write a new farm bill, I don’t know where we get that answer. I
would say to you I hope you go back and talk to the White House
and talk to whoever else needs to be talked to and deliver us an
answer quickly. We have to know as we construct a budget plan
for this country what the administration’s position is.

It is a lot of money, $73.5 billion. It is in the budget. Does the
administration support the use of the money that is in the budget
to write a new farm bill or not? It is a simple question. We need
an answer.

Secretary VENEMAN. I understand, Senator. I do want to just say
that I understand, and I don’t mean to imply in any way that rural
communities don’t need assistance. As we state in our principles
book, it is important to recognize that rural communities need as-
sistance not just in terms of farm programs, but to strengthen
rural communities, whether it is education or it is water systems
or electrical systems or Internet access and broadband.

That we need to be looking at the way we support rural America
as a holistic approach, as I have said many times during this de-
bate, and that we in no way mean to undermine—as you were
somehow saying that we don’t understand the plight of people liv-
ing in rural America and our farmers. We think it is very impor-
tant.

As I have been out in farm country all around the country—I
have been not to North Dakota, but I have been to South Dakota.
I have been to Iowa, I have been to Nebraska, I have been to Indi-
ana, I have been to Arkansas. I have been to a lot of places and
when we talk to farmers about the need to strengthen rural com-
munities, the need for more research, the need to make sure our
infrastructure is strong with good pest and disease and food safety
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and research programs to support that, there is so much support
for making sure that we have good systems in place so that they
can do the business that they do. That is, again, why we talk about
more than just the farm program part that you are talking about.
We need to really support the whole sector in a holistic way.

Senator CONRAD. I would just say to you that all of that is true.
It is also true that the money is a central issue. You can’t do any
of these good things without money. You can’t have leverage for
trade negotiations, in my judgment, without money. The money is
in the budget and the question is does the administration support
the use of the money that is in the budget or not. That is the criti-
cal question.

Madam Secretary, thank you very much for your appearance
today and I look forward to the answer to that question.

The CHAIRMAN. Thank you, Senator Conrad.

Senator Thomas.

Senator THOMAS. Thank you.

Let me followup a little bit, Madam Secretary. It is my under-
standing that this year basically through disaster payments and
the last several years we will have spent more on agriculture than
the $7 billion that he is talking about. In order to then accomplish
what you have in mind, and I share your view, how would you
change that?

The money has been going out in disaster payments. How would
you change that basis, assuming we have $7 billion to spend? I
know that is a broad question, but generally how would you change
that, rather than disaster payments?

Secretary VENEMAN. Well, again, I agree with you that it has
been a difficult kind of means by which to give assistance to farm-
ers to do it on an ad hoc disaster basis. We all agree that that is
a difficult way to respond every year, year after year.

That is, again, why what we tried to put forward was a broad
look at agriculture, one that would not only have an economic safe-
ty net for farmers that is market-oriented, one that is strong in
terms of trade policy and opening up new markets, because that is
where the markets of the future really are; a strong infrastructure,
as I have talked about, supporting pest and disease and food safety
programs; programs that enhance our research abilities; conserva-
tion and environment programs, additional ways to support farm-
ers in that regard; and rural development programs that are really
responsive to the needs of today’s rural communities. As we look
at, again, the whole approach to the farm policy in the future, it
is important to look at all aspects of it.

Senator THOMAS. My new conservative Senator from Minnesota
indicated that there were fewer people in the food stamp program.
Is that a fact, or do you know offhand?

Secretary VENEMAN. I believe that is true. Let me just make a
few comments about the feeding programs because it is important.

In the food stamp program, we have a new Under Secretary, Eric
Bost, who ran the food stamp program in Texas and has very
strong feelings about what will make the food stamp program more
effective and he is working on ideas now to increase the effective-
ness of our food stamp program, in particular, and our delivery sys-
tems in that regard. We are working hard to try to determine how
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we can consistently improve delivery systems and make sure that
our programs are available for those in need.

Also, as I pointed out earlier, when you have times of disaster
as we do right now, we have ways that we can accelerate the deliv-
ery of our feeding programs, and we are in the process of doing
that right now to victims and families and people who are unem-
ployed who are now in need. Our feeding programs are extremely
important in that regard. That is an important component of what
we are talking about here as well.

Senator THOMAS. Of course, if the numbers have gone down be-
cause people are less needy, that is great, if that is the case.

One of the things obviously that we are looking for is trade
strengthening and fair trade. We met yesterday with the Trade
Representative on sugar, as a matter of fact, but I guess my point
is when you are negotiating trade agreements, what is the role of
the Department of Agriculture?

Secretary VENEMAN. Well, we have had a strong partnership role
with USTR, and Ambassador Zelleck and I worked together in the
previous administration and we have a strong working relationship
now. He and I at the beginning of this month went together to
Punta del Este, Uruguay, to attend the Cairns Group meeting, the
meeting of agricultural trade-exporting countries who are very in-
terested in beginning a new round and getting significant reform.

We have traditionally in the U.S. had positions that are quite
similar to those of the Cairns Group, things like eliminating export
subsidies that have been talked about here today, and, addition-
ally, reducing trade-distorting domestic support. That as we go for-
ward, we are planning a very active role in trade and we will con-
tinue to work very closely with the USTR to advance the issue of
agriculture.

I might add that the President feels very strongly about agri-
culture and trade. He never talks about trade without talking
about agriculture, nor does he talk about agriculture very often
without taking about trade. I can tell you that in my working with
Ambassador Zelleck, he clearly understands the importance of
trade and agriculture, and how important trade will be to agri-
culture in the future.

Senator THOMAS. My time has expired, but it just seems like we
still have a lot of trade barriers, and with the kind of leverage that
it would seem we would have, with the deficit we have on exports,
people coming to this place, that we would have a little more mus-
cle in terms of like, for instance, the tariffs on beef in Japan. We
don’t seem to be able to move those things, and yet we all tend to
agree that if we are going to have more production and continue
to have agriculture do as well, we have to have some new markets.

Yet, we seem to continue to allow those impediments to continue.
I know it is a tough one, but——

Secretary VENEMAN. Well, let me just make a comment on that.
When you talk about tariffs on beef in Japan, clearly the Japan
beef market was improved substantially when we got the beef and
citrus agreement, it was back in 1986 or somewhere in the mid-
1980’s.

The fact of the matter is you are right. Agriculture tariffs world-
wide average about 62 percent. In this country, they are about 12
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percent, and that is why it is so important to get additional trade
agreements so that we can reduce those tariffs, so that we can get
greater access to those markets abroad.

Japan is our No. 1 export market for food and we certainly ap-
preciate their business. Again, there are certain areas—rice is
one—where we would like to get additional access because there is
a market there.

Senator THOMAS. One of the frustrations, as you know, is we
keep hearing we need more agreements, and yet we get agreements
and we don’t see any real, substantive change in terms of agricul-
tural obstacles.

Secretary VENEMAN. Well, one of the things that is important to
understand about trade agreements—I mean, you like at NAFTA.
Our exports to Mexico have doubled since we implemented NAFTA
in 1994. Our agricultural exports to Mexico have doubled. Canada
and Mexico are now our No. 2 and three ag markets.

There are those who talk about the difficulty of entering into new
trade agreements. The fact of the matter is countries all over the
world are moving forward with trade agreements. There are over
130 bilateral and regional trade agreements in the world today and
we party to only two of those.

What does that mean? It means that when other countries nego-
tiate a trade agreement and give that country preferential access
through lower tariffs, we lose market share. We have seen that al-
ready as Canada has negotiated an agreement with Chile and has
taken away some of our markets for wheat and potatoes, as just
two examples, and other products as well because they now have
lower tariffs going into Chile than we do. We have talked for 10
years about negotiating a free trade agreement with Chile.

One of the important things to recognize today about trade is
that if we are not a player at the table, we will be left behind, and
that is one of the reasons this administration and the President
have felt so strong about getting trade promotion authority passed
as quickly as possible.

Senator THOMAS. We have to be sure we implement those—for
instance, molasses, stuffed molasses, things like that—and take
away a little of the enthusiasm about it, as does the Mexican letter
on sugar.

Thank you.

Secretary VENEMAN. I understand that, and we are working very
hard on some of the trade irritants as well.

The CHAIRMAN. Thank you, Senator Thomas.

Senator Nelson.

Senator NELSON. Thank you, Mr. Chairman.

It might not seem like it, but this is still a friendly audience,
Madam Secretary. We want to work with you and your staff to deal
with many of these issues—in fact, all of the issues that have been
raised. The fact that so many feel so very strongly at the dais here
is a good indication of how significant the problems are and how
important it is that we work together to find solutions.

I would like to continue in this area of trade. That while there
is a lot of interest in NAFTA, it was misspelled. We didn’t have the
second “f” in it, where it is fair. We focus here on free trade, and
it should have had a second “f” in it for “fair.”
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Quite frankly, there is concern about whether it is stuffed molas-
ses and you have to go to court. Fortunately, the court of appeals
has now ruled in conjunction with the Canadian agreement. Hon-
estly, when you look at the barriers that are out there and the un-
fair trade practices of our trading partners, you get very concerned.

As a matter of fact, on page 40 of the book you indicate that our
producers and the industries they support can see the value of U.S.
agricultural exports grow 19 percent if we had the removal and the
elimination of the barriers.

What I would like to ask is what can we do specifically. It is im-
portant that you join together with Ambassador Zelleck. That is an
excellent opportunity and I hope that you will continue to do it and
raise the level of consciousness of the importance of agriculture as
part of trade policy. I am pleased that the President speaks in the
same sentence about agriculture as well as other trade areas.

What I would like to hear is what are our specific plans, and
“specific” is important here, to deal with the trade distortions
caused by the barriers in the world. Either our trade partners in
other parts of the world bring their barriers down or we have to
bring our support up. You can’t have this continuing unlevel play-
ing field working against our producers and have trade be any part
of the answer. The more we trade, the worse it gets in the sense
that we can’t send products to Europe because of the barriers. Yet,
products from Europe seem to find their way into our markets very
easily.

I am not against trade. I have taken 12 trade missions in my
prior professional life as a Governor, so I believe very strongly in
trade. Somehow it just doesn’t work out for agriculture, and it is
because of the barriers. What we need to do and what I would like
to hear from you is find out what the specific proposals are to ei-
ther bring those barriers down, raise our support levels up to be
competitive, or some combination, because it isn’t going to work if
we are only talking about it.

Secretary VENEMAN. Probably the best way to remove barriers is
through trade negotiations. Some of the biggest barriers that we
have, of course, are high tariffs.

Senator NELSON. You see, that didn’t even work with the Canadi-
ans in conjunction with sugar because they found a way to make
into molasses to get it down here and get around the barrier.

Secretary VENEMAN. I understand, but we do have dispute settle-
ment mechanisms. We have been able to take that one to court. I
mean, there are trade irritants, but one of the important things
about the WTO system is that it gives us a way to address some
of these issues. We have dispute settlement mechanisms within the
North American Free Trade Agreement. That it is

Senator NELSON. It takes time, and I understand. I don’t mean
to cut you off, but I am wondering if there isn’t a way—and I have
spoken to Ambassador Zelleck about this, and that is to have the
equivalent of a referee that can make more immediate decisions
that then get appealed so that you can start the process, because
my sugar beet farmers are delighted with the result in the court
of appeals, but in the meantime they have suffered losses because
of the adverse trade practice of our trading partner.
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Secretary VENEMAN. I understand the frustration. We all are
very frustrated by some of these trade irritants that take some
time to resolve and are difficult to resolve. The fact of the matter
is the system does work. I agree with you, it does take a tremen-
dous amount of time.

I know when you are talking about barriers, you are talking
about some of the trade irritants.

Senator NELSON. Tariffs; well, irritants and tariffs, yes. Tariffs
are irritating, too.

Secretary VENEMAN. Obviously, some of the biggest issues we
have to face are high tariffs. Again, as I said in response to the pre-
vious question, 62 percent average food and ag tariffs around the
world; we have twelve.

Our proposal for agriculture in the WTO right now really would
talk about bringing those tariffs around the world down to more
equivalent levels. We have to get those tariffs down so we can get
greater access to markets. Again, I am very concerned that if we
don’t enter into a new WTO round and try to do this globally that
we will continue to see free trade agreements negotiated all around
us—Europe has almost 20 ongoing right now—and that those coun-
tries will enter into free trade agreements, getting preferential tar-
iff access, and we will be left behind.

That needs to be a big concern to our farmers and ranchers who
depend so much on the export market. We export about 25 percent
of what we produce and our exports continue to go up. They are
about 53.5 this year; they are projected to be $57 billion next year.
Obviously, the global market is extremely important. We produce
much in excess of what we can eat in this country. We can’t con-
sume much more, so we have to open up markets and continue to
give our farmers the opportunity to trade abroad.

We are clearly on the same page and I understand your frustra-
tion with getting some of these irritants resolved more quickly.
Certainly, we are working closely with USTR to do everything we
can to assist in that.

Senator NELSON. I hope the sugar farmers are able to recover
some of their damages because of these irritants and trade barriers
that are used against us.

Thank you.

The CHAIRMAN. Thank you, Senator Nelson.

Senator Crapo.

Senator CRAPO. Thank you very much, Mr. Chairman.

Madam Secretary, I am going to begin by asking you a very high-
ly Idaho-specific question which I don’t even expect you to know
the answer to, but I just can’t resist this opportunity because you
will be able to go get me the answer and it is very critical that we
get an answer to this.

As you may know, Idaho is facing a drought right now, and one
of the very significant impacts of that is that we have had a very
significant reduction of the grazing and haying opportunities. The
Department of Agriculture has given permission for the CRP lands
to be utilized for grazing and haying.

We have recently, as a delegation, requested that this emergency
grazing permission be continued until December 31, 2001, and
have not yet received an answer. We need an answer fast, so if you
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have an answer right now, I would love to hear it. If not, I would
like to ask you if you could get us an answer as quickly as possible.

Secretary VENEMAN. Senator, I have been told that as of this
morning we have approved that for an additional 30 days.

Senator CRAPO. That is great news, but that doesn’t get us to De-
cember 31. I will take that news back and continue to work with
you to see if we can’t get this expanded to the end of the year, and
I do significantly appreciate that.

Let me now with the rest of my time just continue. There are a
lot of questions I would love to ask you, but since we have been
talking trade in the last couple of rounds I would like to give you
my perspective on it because it is very similar to that which you
have been hearing.

You yourself have pointed out today a couple of times the dispar-
ity in just tariffs. Senator Conrad pointed out the disparity in sub-
sidies. Just using the tariff example—62-percent average tariff on
our products and a 12-percent average tariff that we charge on
products coming into our Nation—it is an incredible disparity.

As I indicated to you before, there is a WTO ag caucus or coali-
tion here in the Congress between Republicans and Democrats and
House Members and Senators, and I have been to enough of those
meetings to tell you that there is a pretty strong consensus among
that group that we have to reach parity on these kinds of issues.

Let me just, as I discuss that, move on to Seattle. I was at Se-
attle for the WTO round that was attempted to be started there.
A lot of people said they thought that what happened in Seattle
was a disaster. Of course, a lot of the rioting and those kinds of
things were unfortunate, and it was unfortunate that we weren’t
able to get a good start to a new round of WTO talks there.

I actually left Seattle pleased in one sense, thinking it was the
first time that I had seen the United States say no to a bad deal.
I thought that it was finally time for the United States to tell the
rest of the nations that we would no longer agree to a trade agree-
ment that continued these disparities.

In my opinion, for years the United States trade negotiating pol-
icy has been that agriculture was basically a trading chip. There
seems to be give-and-take in many other areas. In terms of the ne-
gotiations, there is give-and take, and we seem to take in manufac-
turing and in information technology and other industries, but use
as what we would give our ag policy. Other nations that seem to
be more focused on their ag interests would want to take in the ag
a}t;ealskand give in information technology and manufacturing and
the like.

I don’t know if that is exactly what happened, but the ultimate
outcome was—you mentioned there are over 100 trade agreements
and the U.S. is party to only two. The agreements that we are a
party to basically put into place this, and that is one of the reasons
you are seeing resistance here to trade promotion authority and
further trade agreements.

It is not that there is a disagreement with your point that we
need to be at the table in this global environment. We do need to
be at the table. The point that a lot of us are very concerned with
is that we need to be at the table with tough negotiators who are
not going to trade away agriculture again.
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One of the things that a lot of us are looking at—and hopefully
you won't take any of this here as a personal attack because we
are talking about a history of trade negotiating under many dif-
ferent administrations, and we are hoping to see this administra-
tion do what The last administration began to show us it was ready
to do, and that is stand tough and negotiate strongly for agri-
culture.

I have said a lot of times no deal is better than another bad deal.
We can all agree that we want a good deal, and we can debate over
whether what we have had in the past are good deals or bad deals.
The reality is that today we still have trade agreements in place
that allow other nations to have their high tariffs and their high
subsidies, and cement the United States into its low tariffs and low
subsidies which continue to disadvantage our producers.

I just wanted to give you my perspective on that and to tell you
that from what I have seen so far it appears that the administra-
tion, both in terms of the Department of Agriculture and our U.S.
Trade Representative, do understand this and have committed that
agriculture will be our highest priority in this next round of WTO
negotiations.

I would just like to ask you if you would comment on that.

Secretary VENEMAN. Certainly. I applaud the WTO caucus and
the fact that it has been working on the trade issues because it is
important that we have an understanding in the Congress of how
important trade is to our economy and to agriculture in particular.
I have had the opportunity to visit with the WTO caucus.

In talking about Seattle, one of the things that we are prepared
to do and preparing for at this point in time is the launching of
a new round post the Seattle failure. We think it is very important
to launch a new round, not to have another failure, that we need
to advance WTO discussions so that we can reach further trade-
opening opportunities for our farmers and ranchers based upon
what was agreed to in the Uruguay Round.

It is significant what we were able to accomplish in the Uruguay
Round because agriculture has been really left out of trade agree-
ments previously. We were able to get some global disciplines on
export subsidies. We were for the first time able to get some global
disciplines on internal supports.

Now, there are still big disparities, particularly between the U.S.
and the EU and the U.S. and Japan. The proposal that the U.S.
has put forward for this proposed round is one that would try to
bring the support of other countries down more, because rather
than tie it to a historical base period, it would tie it to the value
of production, so that it would bring down the support of other
countries more quickly than our own support. We think that is an
important difference, but it does buildupon what was agreed to in
the Uruguay Round. Obviously, the more you put support into a
green box, it doesn’t count against your caps, and so forth, and that
is another important issue to remember as we debate new farm
programs and new farm bills.

The other thing is that we got significant changes in the tariffs,
in that all of the quotas, and so forth, were turned into their tariff
equivalents with a process called tariffication. There was market-
opening of a certain access, and then the beginning of bringing
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those tariffs down. We don’t have those bans to deal with anymore
and those are tariffs from which we can now negotiate, which is
another important accomplishment.

Finally, the thing that we accomplished that is so significant in
the Uruguay Round is the sanitary and phytosanitary agreement
that gave us the ability to really have a dispute settlement mecha-
nism for things like some of the trade disputes that we so often
have, whether it is the beef hormone dispute or it is a variety of
other things.

It basically requires that any kind of regulation be based on
sound science, and we have taken several of those cases; we have
been involved in several in the WTO and we have won most of
them. It is important that the Uruguay Round achieved rules re-
quiring science-based approaches to these issues and giving us a
dispute settlement mechanism with which to deal with them.

The CHAIRMAN. Thank you very much. You see, Senator Crapo,
it paid to stay around this long.

Senator CRAPO. That is right. That was great. I got 30 days, at
least.

The CHAIRMAN. That is right.

Senator Dayton.

Senator DAYTON. Thank you, Mr. Chairman.

Madam Secretary, if I could refer to a couple of pages of your
statement here, on page 11 of your testimony today you say, “His-
tory has shown that supporting prices is self-defeating. Govern-
ment attempts to hold prices above those determined by commer-
cial markets have made matters worse time after time.” Then on
page 11 you go on to say, “Supply controls proved costly to tax-
payers and consumers, and the unused resources were a drag on
overall economic performance.”

Then going on to page 12 you state, “The Federal Agricultural
Improvement and Reform Act of 1996 proved to be historic by re-
moving most of the decades-old program structure, provided unpar-
alleled farmer decisionmaking flexibility through decoupled pay-
ment benefits, and set a new example throughout the world for
providing domestic farm sector support. While that approach still
is arguably the least market and resource use-distorting approach
available, its decoupled payments do share some unintended effects
with price support programs, namely the artificial inflation of farm-
land prices. The effect clearly has been exacerbated by the size of
supplemental payments in recent years, some $28 billion in the last
4 years above the amount provided in the 1996 law.”

If I take those sections, then, and boil them down, it seems that
you are against price supports, against supply controls, and against
the size of the supplemental payments. If we remove all three of
those props, we are back to essentially the original Freedom to
Farm concept, which leaves us with market prices well below the
cost of production, as traditionally defined—and again I would re-
peat my request to know what those numbers are in your calcula-
tion—with the premise, then, that increased exports are a solution
to these low prices. They, in turn, require in the construct that I
am aware of also fairly low domestic market prices in order that
our commodities be competitive on the worldwide market.
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I guess I don’t see the way out of this box under your proposal
for most American farmers, and I wonder if you can show me
where the way out is, or the way to prices that you believe are ap-
propriate, and are those prices domestically ones where most
American farmers can make a profit and not need the subsidies.

Secretary VENEMAN. Well, first of all, I would just like to say
that the testimony is based upon what was in the principles book.
We are not against anything. We are just trying to point out some
of the economic consequences of some of the programs, and we
want to make sure that some of the benefits of various programs
are recognized as well. We are really trying to give an all-encom-
passing look at the sector.

Now, having said that, certainly when we talk about things like
supply controls, those have made us less competitive. We clearly
live in a global economy. We need to be part of that global economy
because we are very efficient producers. If you have supply con-
trols, you tend to be less competitive and you only give away the
production and market share to other places.

Senator DAYTON. We removed price controls under Freedom to
Farm and the farmers generally liked that. Then we have a greater
level of production because there aren’t price controls. Under the
basic law of supply and demand the prices go down, and then we
either revert, as we did under FAIR, to these additional payments
ico keep farmers afloat or we pull them back and the farmers col-
apse.

Again, where does that leave us?

Secretary VENEMAN. Those are some of the difficult issues, and
obviously we have not made a proposal for an economic safety net
for farmers. We have said that there are a variety of ways to do
that, but whatever way it is done, it should be done in a way that
is market-oriented that does not impact our trade agreements.

Senator DAYTON. What does that mean in the real world? What
does that mean?

Secretary VENEMAN. Well, again, I don’t have a proposal for you
today. There are a number of proposals that have floated in various
years, and again I don’t have that kind of proposal. I talked to
some extent about some of the tax proposals that may be available.
We have talked about farm accounts giving people the ability to
have that kind of means by which to control their income in ways
that will give them the ability to have some kind of safety net that
they set aside for themselves. I mean, that is one kind of example.

Let me go back for a minute to the cost of production issue be-
cause the cost of production is a very difficult one in today’s envi-
ronment. When you look at the different sizes of farms, the dif-
ferent kinds of operations, the different technologies that are used
today, it is very difficult to put a single cost of production on a spe-
cific commodity because of the differences in the way that farmers
across the spectrum farm.

When we talk about cost of production, we can talk about aver-
age costs of production, and so forth, but the variables are really
quite great. I mean, you look at the productive capacity on an acre
of land in one State and compare it for the same commodity in an-
other State or another area and it can be double.

Senator DAYTON. A fair point, a fair point.
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Secretary VENEMAN. It is very difficult to talk about cost of pro-
duction per unit in today’s environment.

Senator DAYTON. A fair point, so let me rephrase it because I see
Dr. Penn nodding his head in agreement with what you are saying.

Secretary VENEMAN. Oh, good.

Mr. PENN. I always agree.

Senator DAYTON. We have an honest difference of opinion.

Secretary VENEMAN. I always like it when my economists agree
with me.

Senator DAYTON. Right. You can be reassured; he was nodding
his head, and sincerely so.

Maybe you could respond today or I could ask in writing in the
next couple of days, but what do you believe the appropriate mar-
ket prices are for basic agricultural commodities—corn, wheat, soy-
beans, sugar, milk, hogs, beef cattle?

If we are trying to construct an economy that balances out farm
income on the one hand and competitiveness on the other, that bal-
ances out export viability versus imports, what prices or what
range of prices for these commodities do you believe, does USDA
believe, are the right ones?

If we know where we want to go or what we want to try to ac-
complish, then it seems to me we can try to devise policies that can
get us there. If we disagree on that, as Senator Lugar and Senator
Conrad do, then we can have that debate. Right now, we all throw
out these homilies about this, that and the other. Meanwhile, we
have a total decoupling or disconnect between our rhetoric and
what is happening out there in the real world.

Secretary VENEMAN. Well, I don’t have prices for you.

Senator DAYTON. No. I am asking USDA to formulate them.

Secretary VENEMAN. We have talked about the importance of the
marketplace and the market deciding the prices, and that is impor-
tant. The other thing that you have to recognize in today’s
environment——

Senator DAYTON. Madam Secretary, my time is up. I want an an-
swer to my question. I want an answer from USDA. This is what
everybody tiptoes around. My family was in the retail business and
they knew what prices they had to have in various areas—shoes,
socks, the like—if they were going to stay in business, and then
how to achieve those prices versus the volume. That is the basic
law of economics—supply and demand.

We are so far removed from that as a result of the 1996 trade
bill and all these additional payments which we agree we can’t sus-
tain. We have to get back to figuring out what our objective is for
prices in the marketplace and then whether we are going to make
up the difference or whether we are going to tell farmers this is
what you are going to get, and if you can’t achieve the efficiencies
with that price to stay in business, then you are going to have to
go out of business.

Farmers out there really want somebody to talk the truth to
them because the realities are talking the truth to them and all
they get from us is either a bail-out or avoidance of the problem.

I am sorry I have to leave, but I would repeat the request. What
are your target prices? What, on balance, do you think the right
prices are that we should be striving to achieve, balancing all these
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forces? If we don’t know that, it seems to me we can talk about this
stuff for the next 7 years and we will all try to avoid the respon-
sibility for what is going to occur out there anyway.

Thank you. Sorry, I have to leave. I have a press call.

The CHAIRMAN. Thank you, Senator Dayton.

We have a vote on final passage of the military construction bill
right now. Senator Lugar just went to vote and then when he
comes back, he will chair the hearing and then I will come back,
because we do want to take up the nominees. We have a couple of
nominees that I know the Secretary wants to get through and we
want to get through, also. We will continue the hearing process.

Senator Lincoln.

Senator LINCOLN. Thank you, Mr. Chairman.

Madam Secretary, just a few points that have already been
made. You have said on several occasions that the net farm income
is at an all-time high. I would just also point out that the net costs
are at an all-time high, as well, the input costs of what it takes
to farm, especially for those of us in a region of the country where
you have pretty capital-intensive crops.

When you look at the energy situation and you look at chemical
application and you look at all the other things that we are faced
with in our region, those input costs are also at an all-time high.
That is critical to remember, and I hope that you will as you move
forward in those thoughts because I have heard you make that
statement. I have taken it to heart, but I just want to make sure
that we look at the other part of that equation.

To Senator Lugar, with all due respect, in terms of the corporate
farming, it is so important for us to remember that if we eliminate
the farm program, we are going to have nothing but corporate
farms. We have family farms who have now in many ways tried to
compete. They have tried to keep their head above water, and yet
they just end up renting their land to a larger neighbor who is in-
corporated who can be more effective in their costs and mitigating
their costs out. That is very important for us all to remember.

I appreciate also the points that you have made about the impor-
tance of open markets globally. They are essential. Exports are a
crucial source of income for our farmers in Arkansas and across the
Nation, and I certainly believe that any comprehensive approach
Congress takes to farm policy must identify the opening of foreign
markets as a very high priority. We did that in Freedom to Farm.
Unfortunately, we haven’t seen the markets materialize as we
need.

I am also concerned, however, that policymakers sometimes focus
so narrowly on the importance of foreign markets that they lose
sight of the need for sound domestic farm policy. Our farmers truly
do need a foundation of support that is bedrock strong. Otherwise,
the unfair trading practices of our competitors become all the more
effective against us. Senator Conrad has very eloquently explained
many times how the relatively low level of support found in U.S.
farm policy leaves our farmers extremely vulnerable to our over-
seas competitors who typically enjoy a much higher level of sup-
port, and we have seen that.

As a member of the Senate Finance Committee, I have already
stated my general support for trade promotion authority. You have
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brought it up a couple of times today. However, a strategy based
on opening foreign markets and lowering trade barriers worldwide
is a very slow and long-term approach. It is a very necessary ap-
proach, without a doubt, but it cannot be done in a vacuum.

We have to really first ensure that our farmers have that bed-
rock support of a sound farm bill, with a reliable safety net, before
we can expect a trade strategy to be very successful. We cannot
strip our farmers of the support that they need from a strong farm
bill and then simply wait for our trading partners to reply in kind.
That, again, Senator Conrad has made that point over and over.
That would be catastrophically counterproductive.

Somewhat of where we went with Freedom to Farm was waiting
and anticipating to see those markets materialize, and there is a
great deal of fear about such a catastrophic event happening. I
know when I was home in Arkansas, many of my agricultural pro-
ducers approached me about trade promotion authority with a
great deal of doubt at this point, having been supportive prior to
that—doubt about the success of current trade agreements and how
they appear to have kept many of our farmers out of the market.
Even those that one would ordinarily expect to be supportive of an
expansive trade policy, it has kept them somewhat from offering
their support on TPA.

I guess really one question would be, as the administration has
asked our farmers to support the trade expansion of TPA, what as-
surances does USDA give our farmers that you will actively be
seeking and actively supporting passage of a strong farm bill with
an adequate safety net for them?

Secretary VENEMAN. Thank you. You made a statement that we
were talking about eliminating farm programs. We are not talking
about eliminating farm programs. We are talking about really
being broader in our approach to looking at what helps both farm-
ers and rural communities, and that is an important distinction
that I didn’t want to let go.

We are talking about a variety of things that help farmers and
rural communities, whether it is rural development programs and
looking at how they can be better structured to serve the rural
communities that we have today, looking at conservation-type pro-
grams and the assistance that farmers are asking for in terms of
having assistance to be the best stewards of the land that they pos-
Sﬂ?ily can be, because we know there are so many new challenges
today.

These programs actually reach a broader number of farmers than
do some of the current commodity programs, and part of what we
are trying to do is say let’s take a broader look here and not be
only focused on just farm programs. I don’t want it to look like we
are trying to get rid of something. We are trying to be broader in
the approach.

I would also note that as you look at what we did in our prin-
ciples book, we pointed out the very strong diversity in farms that
we have today. One of the things that are seeing is more and more
farms and farmers that are producing to niche markets, that are
producing to new kinds of marketing arrangements where they are
forming cooperatives or other business arrangements to sell specific
kinds of products, value-added products, value-added processing.
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We see a lot more of this happening, and we have used a lot of
our programs to assist in that regard and we need to look at what
works and what can be used to enhance the value that the farmer
gets out of the consumer dollar, whether it is in new and alter-
native uses for agricultural products. All of our programs need to
be, again, broad-based as we look at this.

I appreciate your support, in concept, for the trade promotion au-
thority. When you ask how do we get farmers to understand the
importance of trade promotion authority, one of the main argu-
ments is, first of all, trade promotion authority does nothing more
than allow the country to enter into new trade agreements. The
trade agreements aren’t yet negotiated, but if we are not a player
at the table, how do we get the kinds of advances that we need—
the reductions in tariffs, the market openings—that will allow our
farmers to have better access?

That is one of the strongest arguments in terms of talking to
your farmers back home about why we need this authority and why
we need to be at the table, in addition to the arguments that I
talked about earlier about being left behind and losing out market
share, as other countries have negotiated free trade agreements
and gotten the benefit of lower tariffs.

There are some very strong arguments to be made to our farmers
and ranchers about why trade agreements and trade openings are
so important to their future, and we can all play a very active role
in helping people in the countryside understand that.

Senator LINCOLN. Well, I don’t disagree. You are exactly right
that we have to be at the table, but in the mind’s eye of the produc-
ers that are out there, particularly some of those in my State have
somewhat of a lack of confidence in who is going to be standing up
for them in those agreements.

When we look at the problems we are having with trade in poul-
try down in South Africa, when we look at the softwood lumber
problems that we have had out of Arkansas from Canada, when we
see the catfish issue which has been tremendous for us—we sat
and watched while our neighbors in Louisiana lost their entire
market for crawfish in less than 3 years to China. We are seeing
the same thing happen to us in the catfish industry, and yet we
can’t get the immediacy of the administration to work with us on
this issue. I mean, we are losing catfish aquaculture farms hand
over fist.

The problem is not one of convincing people that we need some-
one at the table, but more importantly that we are going to have
not only the bedrock support in farm policy, but also we are going
to stand up for agriculture at those tables when we get there. I just
think that that is really critical.

I would just say in terms of the broad sense of those programs,
they are important, without a doubt, the cooperatives and the other
ways that we can diversify, but they do take time and they take
a great deal of technical assistance. I hope that we don’t just put
all of our eggs in one basket, but look at how we can really work
through that.

The last thing I would just like to touch on is the low prices that
are hurting virtually every commodity.
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The CHAIRMAN. Senator, I might just say we have only got 2
minutes left in the vote.

Senator LINCOLN. All right.

Rice, just so I can put that on the top of your list, is unfortu-
nately no exception, without a doubt. We know that there were
seven Senators, along with myself, who wrote a letter to the Presi-
dent about the increased food aid program. We have yet to get a
response.

I know that General Powell has mentioned other ways that we
can work through the disasters and the diplomacy. Food aid might
be one of those. I certainly would like to encourage a response to
our letter and to that issue of increased food aid.

Thank you, Madam Secretary.

The CHAIRMAN. Thank you.

Secretary Veneman, Senator Lugar and Senator Fitzgerald were
coming right back. They had some followup questions, as do I. We
will just take a short recess here and when they return, we will
resume our hearing.

[Recess.]

Senator LUGAR.

[presiding.] Chairman Harkin has asked me to call the hearing
to order. He will be back shortly from voting on the floor.

I want to mention that Senator Roberts was unavoidably de-
tained for a national security briefing, and I ask unanimous con-
sent that his statement be placed in the record.

[The prepared statement of Senator Roberts can be found in the
appendix on page 89.]

Senator LUGAR. Likewise, Senator Helms, who was unavoidably
detained, has asked that his statement be made a part of the
record and, without objection, that will occur.

[The prepared statement of Senator Helms can be found in the
appendix on page 87.]

Senator LUGAR. Madam Secretary, let me just continue with the
questioning as we wait for other members to return, and we thank
you for your patience and your longevity in this process.

Mention has been made during the hearing about farm income.
You have indicated that it may be that we will have a record farm
income of $61 billion this year, and you have heard a challenge to
that from one member who said, well, don’t be saying that in farm
country because people are angry.

The two situations are not necessarily contradictory. There are
many persons in various States and various counties who are hav-
ing very difficult times, but at the same time it is important in
some perspective that the payments that we authorized in the Sen-
ate and the House during August that were paid to farmers in my
State, and likewise the crop insurance that we have—for example,
on my farm we are able to insure 80 percent of the average income
for the last 5 years. That is quite a bit of safety net.

Now, all farmers may not have availed themselves of that, or of
the 70 percent or various other levels, but that is available, and so
are futures markets. That requires a certain degree of sophistica-
tion and education, but this is one way that farmers make money.

The problem, as you have pointed out, is that 170,000, more or
less, farms are commercial farms. They are making money, to the
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extent that agriculture gets a return at all. Maybe 2 million others
are involved in other sorts of difficulty.

Now, it has been suggested this morning particularly by Senator
Conrad, as he has in other of our hearings, that the EU is a for-
midable situation, and it is and the subsidies are enormous. But
I would question whether our response ought to be to raise our
subsidies by $50 or $60 billion a year to match that. Your testi-
mony is that the subsidies that we are doing now may be distort-
ing.

Now, the facts of life are that the EU is attempting to expand.
The end of the $50 billion for France and Germany comes with the
answer of “Poland,” and as Poland accesses to the EU the whole
picture changes dramatically. I visited with the German agricul-
tural minister just last month and he pointed out that in his coun-
try and in France, the entire situation alters simply because there
has to be a flow of money. Others who are newly accessed to the
EU are deeply worried about that, too—Spain, Portugal and others.
That is going to happen because of the realities of Europe.

What we need to do, as you have pointed out, is to try to get
tariffication, to try to get the end of non-tariff barriers. The
phytosanitary issues are very, very important, particularly bio-
technology, and these are of great meaning to farmers in terms of
getting demand up and getting exports and sales.

Finally, I would just comment again that Americans as a whole
need to have an interest in this Farm bill. We have been discussing
it today from the standpoint of production agriculture, the 2 million
farms, but the fact is that we will have a broad base for our bill
if we do some things to protect the soil and water of this country
in perpetuity.

As farmers, we are stewards for a short period of time, but it is
fundamental that we have clean water around our farms and it is
fundamental that we upgrade our top soil. These are things for
which the public is prepared to spend some money in terms of the
interests of all of us.

Likewise, the nutrition programs. The work that Senator Har-
kin’s staff and my staff have been doing together is going to en-
hance those very substantially, whether it be WIC, food stamps, or
eligibility of Americans who are in need. That is of great interest
to millions of Americans who are outside of production agriculture.

It is tremendously interesting the credit ideas we have for young
farmers because they have been hurt by our current policies. If
rents go up, it is tougher for them to rent land or to get into the
game at all, and so as a result we have to do something for the
entry level if we want to be competitive, if we are not simply blow-
ing smoke about competition in America with young people who
want to do this.

These are areas of the Farm bill that we have really not gotten
into today. We are talking about the money. Is $73.5 billion out
there? Now, the answer is, no, it is not, and it probably was never
there. If you parse carefully President Bush’s State of the Union
message, he said there is $5 trillion in surplus. About $1 trillion
is out there for contingencies; among the contingencies: Medicare
reform, prescription drugs for the elderly, Social Security reform.
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And, oh, by the way, if agriculture needs some more money, that
is probably where you have to look for it.

Right now, there is not $5 billion in surpluses. The last estimate
in August was $3 billion, and my guess is even as we speak that
is melting away. The $1 billion is gone. If we are going to do Social
Security or Medicare, it is going to be at the expense of something
else, unless this country gets real prosperous in a hurry and, as op-
posed to having zero GNP, gets to 3 or 4 again, which we all pray
will occur.

Now, for us to be debating $73.5 billion next week in this context
is irresponsible, in my judgment. Having said that about three dif-
ferent ways, I say it again because somehow it isn’t getting
through. There are people that are still having meetings in Wash-
ington and a suggestion by a spokesperson for one group who shall
remain nameless that said as soon as the House passes that bill,
we will be over on the Senate like a ton of bricks.

Well, welcome to the party, because we are not going to be moved
by a sudden urge of persons who suddenly catch religion on a bill
that, in my judgment, has a lot of work still to do simply to pick
up the pieces and to work out the fiscal responsibility of it.

Madam Secretary, I thank you again for your indulgence in al-
lowing me to make these remarks in my time.

I look forward to recognize now Senator Fitzgerald, of Illinois.

Senator FITZGERALD. Well, thank you, Senator Lugar.

Welcome, Madam Secretary. Your report is very good that you
put together. It would have been even more helpful if you could
have proposed how we solve this big conundrum and draft a farm
policy that really works and doesn’t cause distortions.

I want to ask a couple of things. I am sure you have seen all the
media reports about large Fortune 500 corporations or NBA stars
who have been receiving farm subsidies from Joe Taxpayer. I won-
dered if there is anything we might be able to do in the Farm bill
to address that situation.

Secretary VENEMAN. Well, that obviously what we do at USDA
is carry out the law, as it is currently on the books, and that is
what we have done. People who own land obviously get some of the
benefits of the programs if they have some of the base acres, as
laid out in the law.

That one of the things that some of those articles also indicate
is a point that we make in that book, and that is that today there
is not just this uniform farmer in the countryside, that there is a
wide diversity in the types of farms, and that probably farm policy
can’t be really looked at as a one-size-fits-all solution.

One of the reasons in our book that we talk about a broader base
of programs and we talk about a more holistic approach, that we
recognize the importance of rural development programs, of con-
servation programs, of pest, disease, food safety and research pro-
grams, and what we call infrastructure, is all of these things help
farmers in rural America. They probably help to some extent a
broader base because many farmers and much of the production is
ineligible for the subsidy programs that we spent a lot of time talk-
ing about today, only about 20 percent.

It is important as we move forward to really again look at this
more holistic approach that we are talking about, and that cer-
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tainly the principles that the chairman and Senator Lugar put out
yesterday also recognize that there is a broader approach to be
loolked at in terms of the discussion of how we move ahead in farm
policy.

Senator FITZGERALD. Your report points out the conundrum that
we have that some farmers at the lower end who are inefficient
and very small, we can probably never pay them enough to help
them earn a good income. If we are paying the same support across
the board, then if we were trying to help the inefficient, small
farmer earn a good living, we would be over-compensating the real
large, efficient producers so that they would be stimulated to over-
produce even more.

Do you think we should consider moving toward a bifurcated pro-
gram in some way? Some could actually read your report as sug-
gesting we shouldn’t be making eligible the small, inefficient pro-
ducers. I don’t think that is what you intend, but some could read
the report that way. Do you think we should bifurcate our treat-
ment?

Secretary VENEMAN. Again, when you talk about bifurcating, it
talks about just farm programs, and what we are trying to do in
our report, and what the chairman and Senator Lugar’s principles
talk about is the diversity of the farm sector today and the diver-
sity of programs that help various parts of that diverse farm sector.

Support programs that help program commodities is one aspect.
Certainly, trade is something that helps everyone. Pest and disease
prevention and research programs and food safety programs help
the whole spectrum of the food chain. Rural development programs
help rural communities which support our agriculture, and yet our
rural communities also support many of our farmers.

There are really only about 150,000 farmers that get the bulk of
their income, or maybe 175,000 or so that get the bulk of their in-
come from farming. Much of the farm household income today is
supported from other off-farm jobs in rural communities. The
strength of rural communities is extremely important.

That it is also important to look at the number of programs that
we have that help farmers get more value out of the marketplace.
Those are important programs, value-added types of things and op-
portunities that we have through some of our rural development
programs, for example, where we assist farmers.

We have certainly utilized a lot of those programs for ethanol
production, which I know is an interest of yours. Again, that points
to the importance of looking for new and alternative uses for agri-
culture. The important role that agriculture can play, for example,
in being a renewable source of energy is an important part of the
conversation that we need to have, whether it is ethanol or biodie-
sel or biomass for energy production, or wind power that we can
use in conjunction with ag lands. All of these are issues that we
need to discuss in a broader debate about policy today.

Senator FITZGERALD. We are really on a treadmill on our overall
farm policy because what farmers would like most, I suppose, is
just good prices for their crops. All of our programs, no doubt, keep
us producing a lot and then over-production further depresses the
prices, and if we could find some way off that treadmill, we would
be a whole lot better off.



50

I wanted to turn to another subject. Your report states that, “Our
domestic and export policy must support our existing international
obligations.” With regard to U.S. sugar policy, can you explain our
commitments under NAFTA and what effect this might have on
our high-fructose corn sweetener dispute that we are now having
with Mexico?

Secretary VENEMAN. Well, I believe the high-fructose corn syrup
dispute is in the process of dispute settlement at this point. There
is a long history of this whole sugar issue. Obviously, during
NAFTA, one of the things that was decided was that they would
try to have greater access for sugar.

There is a dispute about what is allowable in terms of coming in
from Mexico. That is still being debated, the validity of a side let-
ter, and so forth, and then there is the issue of corn sweetener
going into Mexico. All of these are very contentious. Ambassador
Zelleck, as well as people from our staff, have been working very
hard to try to sort out some of the issues pertaining to sugar.

We had a discussion earlier on about the stuffed molasses. That
comes into the equation of the North American sugar market and
what is going on with that as well, but it is very complicated at
this point. We are in the process of trying to negotiate some agree-
miznt(si with regard to all of this, but at this point it still is not re-
solved.

Senator FITZGERALD. Does the administration have a position on
the overall sugar program?

Secretary VENEMAN. Well, no, we haven’t taken a specific posi-
tion, although we have set forward principles that talk about mar-
ket orientation of programs. The sugar program, is one that needs
to be examined primarily because we have taken sugar over the
last—well, last year, before I was here, we actually took sugar into
inventory. We had to do set-asides on sugar. I would certainly say
that that is a program that needs to be examined and one that
needs to be made more workable so that we don’t run into those
difficulties.

Senator FITZGERALD. How about dairy? Forgive me if someone
has asked this question. Does the administration favor or oppose
the dairy compact, which I guess is going to be an issue still that
we will have to confront this year? We have had that battle before
you were Secretary and we may be having that battle for many
years to come, but do you have a position on that? Do you support
the continuance? I am opposed to dairy compacts, but I would be
interested to find out the administration position.

Secretary VENEMAN. The administration has not taken a position
on dairy compacts. I mean, obviously, again we have principles laid
out that talk about market orientation, and I would simply say
that dairy compacts ought to be examined in that light.

I will say again, and I said it the last time I appeared before this
committee at my confirmation hearing when we talked more about
dairy policy—as I said at that time, and I continue to believe, dairy
is one of the most difficult issues that we have to deal with in agri-
culture. It is very regional. We produce dairy in almost every State.

Virtually everybody has a different idea about how we ought to
deal with dairy and dairy policy. I have said many times that I
would love to see the processing industry come together with the
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producers and come up with a dairy policy that everybody can
agree to. Now, whether or not that will ever happen is yet to be
seen. I haven’t seen a lot of movement in that regard. Again, dairy
is a very difficult issue, but I can only say that we would like to
look at all of our farm programs, be they the commodity programs
or dairy or sugar, and move in a more market-oriented direction.

Senator FITZGERALD. I would encourage you to take a firm posi-
tion on that. President Bush came out against the dairy compacts
explicitly in 1999 when he was campaigning in Vermont, and this
is going to be one issue where we would be best served by the ad-
ministration taking a firm stance.

The Senate is very closely divided historically on this issue and
your weighing in would be appropriate because I do think that with
the precedent we have with the New England Dairy Compact, ei-
ther our whole country is going to go toward these compacts or we
are going to go away from these interstate compacts.

With that, I want to thank you for being here. Just one final
question on a real practical matter. Maybe two years ago I and
Congressman LaHood, from Peoria, Illinois, passed a bill called the
Freedom to E-File bill which would require the USDA to develop
a system for farmers to access and file their USDA paperwork over
the Internet.

I was just wondering if you might be able to update the commit-
tee on your implementation of the legislation, and I am hoping you
will be able to meet the June 2002 deadline for implementation. In
our research we found that farmers were highly computer-literate
and many farmers would love to have the opportunity to file their
paperwork over the Internet, and in the long run it could really
save both the farmers and the Government some money.

Secretary VENEMAN. Senator, I appreciate you asking me that
question because it gives me the opportunity to talk about the last
chapter of our principles book which I haven’t had the opportunity
to talk about today, and that is a chapter that really says we want
to be able to integrate our programs and make sure they are effi-
ciently administered, and that would be part of it.

Obviously, one of the things that we can do is better get our data
bases into a computerized environment that is connected. We have
an initiative for a common computing environment that would put
our NRCS programs, our Farm Service Agency and our Risk Man-
agement Agency programs together in common data bases. We
think that is extremely important, and part of that is to bring the
whole concept of e-filing and allowing our customers to do business
with us over the Internet, as so many businesses are doing today.

In addition, we have a project ongoing to look at how we inte-
grate our maps for the agencies as well. We have maps in the
Farm Service Agency, we have NRCS maps, we have RMA maps
of farms, and those should be consistent and integrated so that
they can be accessed easily by both farmers for making farm deci-
sions, as well as for program administrators. We feel very strongly
about program administration and how we can take steps to make
programs more effectively administered in our Department.

Senator FITZGERALD. Thank you.

The CHAIRMAN. Thank you, Senator Fitzgerald. I might just say
that the whole issue of the compact really is not even in our juris-
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diction. That comes under the Judiciary Committee, so it is not
really ours to deal with. It is up to the Judiciary Committee. No
committee has ever dealt with it. It just came on the Senate floor
several years ago.

Senator FITZGERALD. It is normally a rider on an appropriations
bill, isn’t it?

The CHAIRMAN. Yes.

Senator FITZGERALD. Yes.

The CHAIRMAN. t has never been dealt with on the committee
level, but this is not the proper jurisdiction for the compact itself.
As you know, the Northeast Compact expires at the end of this
month. Again, it is not our jurisdiction to do one thing or another
about it. That is the Judiciary Committee. If they want to do some-
thing, they will have to do something about it.

Now, overall dairy policy as it relates to the Farm bill, yes, then
we can set up certain structures. If we want, and we can deal with
various kinds of structures in the Farm bill. As the Secretary said,
this is so diverse, I don’t know. I mean, dairy policy is going to be
something to grapple with, I can tell you that.

Madam Secretary, you have been very kind and very patient. I
just have two rather specific types of questions in closing and then
we want to get on to the nominees.

As a clarification on conservation, I want to ask this question
specifically to get a clarification to make sure that I clearly under-
stand this. Pertaining to the question I asked earlier about green
box, a conservation incentive payment program where the payment
is n(o)t directly based on costs may qualify as green box under the
WT

Do you agree with that?

Secretary VENEMAN. Yes.

The CHAIRMAN. I appreciate that. I just wanted to get that clear.

Secretary VENEMAN. I know that you are looking at some specific
programs, and we stand ready to work to look at any of these pro-
grams with you and try to determine how they would fit with our
WTO commitments or any other program that is designed. We ap-
preciate the fact that the committee is looking at where these pro-
grams would fit within our existing trade obligations because we
do feel that that is an important part of this discussion.

The CHAIRMAN. As we are looking at it, at least in terms of what
I have been promoting anyway in terms of conservation and work-
ing lands, it may not be directly associated with the exact costs. It
may have some other things in there that for which we may want
to give incentives. For example, and I just wanted to clarify that
that still may qualify as green box. I appreciate that.

Second, there have been various questions asked about the
House bill. If the House does indeed take up its bill next week, we
need to know the Administration’s position. If you are not prepared
to state that today, will you, representing the Administration, be
prepared to state the Administration’s position on the House bill
prior to the House consideration of the bill?

Secretary VENEMAN. Senator, my understanding is that if the
House bill is taken up, there will be the standard statement of ad-
ministration policy, or SAP, as it is normally referred to, which is
normally issued by OMB.
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The CHAIRMAN. That will be prior to the House taking up the
bill?

Secretary VENEMAN. My understanding is that that would be the
case.

The CHAIRMAN. I appreciate that.

Last, just a little bit of soapbox if I might, and I know Senator
Wellstone wants to ask one last question. On the trade promotion
authority, I have in the past supported all of the so-called fast
tracks and things like that, but quite frankly I am having some
reservations in terms of this.

As T have looked into what is called fast track, or now trade pro-
motion authority, I just want to comment on something you might
have said, that we need this to have a seat at the table in negotia-
tions. It is my understanding of the laws that are now existing that
any Administration under the constitutional framework of our Gov-
ernment has the power to negotiate any treaty with any country.
They do not need our prior approval. They don’t need us to give
them any kind of authority.

This Administration can go and negotiate any treaty that they
want, trade or otherwise. The only constitutional mandate is that
the Senate advises and consents. That means that any treaty
struck by any administration must come to the Senate for its ap-
proval. That means that we, representing our constituents and the
country, then can take a look at it and can voice and perhaps even
vote the concerns of our constituents.

Fast track, or trade promotion authority, is the Senate saying we
are giving up that constitutional prerogative of ours; we are giving
that up. We are saying to the Administration you can negotiate,
but then when it comes here we cannot change it, we cannot
amend it. All we can do is vote up or down on it, so we have given
up the advisement part of the advise and consent. We can consent
or not consent, but we can’t advise. We do have a seat at the table,
we do have a seat at the table, and the administration can proceed
on that basis.

However, I am beginning to think that as we continue down this
road, that we as a Senate need to ensure that we keep that “ad-
vise” part of the “advise and consent,” and that we be partners in
these kinds of negotiations.

I would just repeat again, regarding trade, what Senator Roberts
said, and he said it here at a committee hearing back in July or
June when he made the statement that maybe we have listened to
the siren song of trade long enough.

As I have watched this over the years it has always been an ac-
cepted fact or accepted belief that if we cut down our production,
other countries will promote their production; they will increase
their production. That is true.

It is also true that if we increase our production, they increase
their production. I have the data going back 20-some years to show
that no matter what we do, Brazil is going to produce more, China
is going to produce more, and Argentina is going to produce more.
It makes no difference, and there is plenty of data to show that.
Countries are going to do what they think is in their own best in-
terest, regardless of what we do.
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Last year, When I was in China traveling around agricultural
areas, seeing mile after mile after mile of corn and beans and sor-
ghum—I remember when Freedom to Farm was passed China was
going to be one of our big markets for our grain. Last year, China
exported corn. They not only fed a billion people, and they are pret-
ty well fed, but they exported corn. They may have exported oil-
seeds and some soybeans, too. I am not certain about that.

Then I look at the land over there and there is all this land and
here are these farmers out there farming it. Guess what their input
costs are? Almost nothing. The land is all owned by the govern-
ment. They don’t have to buy land. A lot of the machinery is owned
by the government, a lot of the marketing is done by the govern-
ment, and they just work the land.

I don’t like that system at all, but you have to face reality. That
is what it is, and to put my corn farmer in Iowa who has to buy
land, pay interest rates, pay high prices for equipment, and the
input costs that Senator Lincoln talked about—to compete against
that kind of a system, you are asking my farmer to compete
against the Chinese government. It can’t happen.

Trade, yes, I am all for trade. We have to promote trade and do
as much as we can on trade, and we ought to be getting into more
value-added trade, not just the bulk commodities. We have to be
thinking about what can we do to get into that value-added mar-
ket. That is where we are good. We are good at that and we can
do it better than anybody else in the world in terms of taking com-
modities and making them into something very valuable, some-
thing desirable. Whether it is how we cut it, chop it, dice it, or how
we package and process it, we can do it better than anyone else.
Those are the kinds of markets we ought to be looking at abroad,
not just the bulk commodities.

I would also say that as we look ahead, biotechnology is coming
and I have been very supportive of it. What that means is that in
a lot of these areas of the world which we thought would be our
markets in the future because they can’t grow anything, they are
now going to be able to grow more of their grains, feed and food
grains, on arid lands. Biotechnology is doing it; it is going to in-
crease their production. I don’t know that they are going to be that
big of a market for us. They will be in terms of some of the bio-
technology, but in terms of bulk commodities I am not so certain.

Again, where do I come back? I come back where we do agree,
and that is we have to have a broader look at how we are going
to support farmers in rural America. Much broader than what we
have done in the past. That is where we agree. There may be some
little things on which we may disagree, but in that contextual
framework we do agree.

Two other things. Again, because of our system, we have to think
about how are we going to enable younger farmers, younger people,
to get into agriculture in this country. The average age of farmers
now—I don’t know—it is 50-something; at least out in my area it
is. That is probably true nationwide.

It is almost impossible for a young person to get into agriculture,
unless you inherit it. There is no other way, or you just work for
someone. To own land, to actually invest in it, buildup equity over
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a lifetime and have your own land and your own farm, is just lit-
erally impossible to do unless you inherit it.

There has got to be some way that we can structure this for
young people who are smart, who have been to our ag schools—
they know how to produce, they know how to be good conservation-
ists—to be able to buy land and buildup their equity over the
years. That is one of the most perplexing things that we have fac-
ing us right now, how we break that down and how we provide for
that kind of support for young and beginning farmers?

Last, the question I keep asking all the time, and it kind of gets
back to what you said in your book here, in your report last week:
should we as a Nation continue to support every bushel, bale and
pound that is produced in this country? If we should, I want to
know the arguments for it.

Should we continue to support every bushel, bale and pound pro-
duced? If so, give me the arguments. I would like to see them. If
not, then perhaps we need a different approach as to how we are
going to support agriculture.

That is my soapbox and if you have some response—I know Sen-
ator Wellstone had a question, but if you have a response, we
would be glad to hear it.

Secretary VENEMAN. Well, you said a lot, so I will try to be brief.
Let me start with the whole issue of trade promotion authority and
why it is important, and particularly about the advise and consent.

First of all, this is a trade agreement and they have been treated
a little bit differently than treaties, because treaties are only ap-
proved by the Senate and trade agreements are approved by both
Houses.

Trade promotion authority, or traditionally fast track, what it
has done is given the negotiators—we talk about trade negotiating
authority. It is actually giving the negotiators the ability to nego-
tiate agreements and bring them back and be, as you say, voted on
up or down.

Now, a couple of things in that regard. One is that it is antici-
pated with trade promotion authority that this would done with a
tremendous amount of advice from the Congress. We have tradi-
tionally had a lot of advice from the Congress in negotiating trade
agreements. I know that this administration feels very strongly
about the importance of getting advice from Congress as we go for-
ward with negotiating trade agreements. I know that Ambassador
Zelleck feels strongly in that regard, too, and that in granting trade
promotion authority we would expect to work very closely with the
Congress as we proceeded with negotiations.

What it does is it gives us the ability to have credibility with our
trading partners that if we negotiate something, it is going to stick.
It is either going to go away completely or it is going to stick, and
that is the critical issue, is the ability to have the credibility with
our trading partners.

I talked a little bit earlier about the fact that I went to Uruguay
earlier this month and went to the Cairns Group. I mean, we meet
with people from other countries all the time about trade issues
and they are all asking, are you going to get trade promotion au-
thority? They are looking at that as something that will give us the
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a}l;ili‘%f to take a leadership role in the negotiations, which we
should.

I would certainly pledge to you on behalf of the administration
that any trade agreements that we work on will be done with a lot
of consultation with the Congress, both the House and the Senate.

Let me talk for a minute about the value-added trade issue be-
cause I couldn’t agree with you more, but it is happening. There
is a chart on page 40 of our book that shows, since 1990, how the
share of value-added trade has increased. About 60 percent of our
trade now is in high-value—meats, processed products, fruits and
vegetables. That is the trend, and it continues.

When you export pork from Iowa, you are also getting benefit,
though, from the bulk because you are exporting pork and corn or
soybeans. It is important that we recognize that when we export
high-value, we not only get the benefit of that export, but we get
benefit to agriculture for what is going into that higher-value prod-
uct. I just wanted to point out that that is a trend. I agree with
you on that, but that is extremely important that we focus on the
higher-value products, not forgetting our bulk, of course.

On China, just a word. That it is important to understand China
is a big customer, particularly for oilseeds this year. We have seen
tremendous increases in their oilseed imports, and we have nego-
tiated a very good agriculture access agreement as part of the
China WTO accession—I mean we, the U.S. Government; it was
done before we were here. One of the next steps was taken last
week in terms of getting China into the WTO, and hopefully that
will happen soon because we have a good access agreement for
many agricultural commodities for China and the WTO.

Just one word about younger people in agriculture. I agree with
you that it is difficult today for some younger people to get into ag-
riculture in terms of farming and owning land. One of the interest-
ing things that I find when I talk to deans of agriculture schools
if how many young people are now going into agriculture.

It is fascinating because one of the things they cite is the high-
tech nature of agriculture, the biotechnology, the new products, the
nutrition aspect, the intersection of those, and the fact that agri-
culture is offering so much promise now for young people in terms
of a career and there is a lot of excitement about food and agri-
culture as a career.

Maybe it is hard, as you say, to get money to get land, but there
are so many exciting career opportunities that people are finding
in the food and agriculture system today that is something we
ought to recognize, that young people are coming back to the ag
schools in new and different ways, ways to integrate technology
and business into the function of the production and the food sys-
tem. That is important as well.

Finally, that I just want to say that another piece of all of that
and getting young people involved as well is the importance of
things like research we have talked about today, and the whole in-
frastructure issue and the importance of how that supports all of
our food system here, whether it is pest and disease prevention,
food safety, and all the research that supports that.

As we go forward, I do hope we can continue to talk about this
broader approach and how all of these things will help, and do help
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agriculture, and need to be updated and integrated into the system
we have today.

The CHAIRMAN. Thank you, Madam Secretary. I know Senator
Wellstone had one last question.

Senator WELLSTONE. Thank you, Mr. Chairman, and I under-
stand that Senator Lugar asked the question earlier about what
kind of money we have to work with, so I won’t go over that
ground.

My apologies. I mentioned to Senator Harkin earlier that at the
same time the HELP Committee had a hearing on September 11
and some of the post-traumatic stress syndrome needs and support
of children in the mental health area, which is an area I work in.
I apologize that I had to step out.

I will just do this very briefly because you have been here a long
time. There is a quote from your report that captures my imagina-
tion and goes back to my earlier comments about competition:
“While the structural change in agriculture clearly is advantageous
for some, it also prompts concerns about competition, market ac-
cess and the use of market power by some participants, to the dis-
advantage of others. Moreover, reduced competition could limit so-
ciety’s gain from structural change by stifling innovation or tilting
the market results in favor of those that have the greatest market
power.”

This is on page 21 of the report. It is an excellent summary, and
as any number of us have said, we really think that in the country-
side there is quite a bit of unity about the need to deal with the
problem of concentration. This is the part of the Farm bill that I
certainly want to work on, so I wanted to ask you kind of how the
administration is going to respond to the problem of concentration,
reduced competition, the market power of large agribusinesses, and
what your priorities are going to be in this area.

Secretary VENEMAN. Well, one of the things that we talk about
in this book is, again, the issue of getting bigger is happening in
certain parts of the whole food system, whether it is some of the
farms that are getting bigger or more concentration in terms of the
processing or even the retailing side, as was mentioned earlier in
the hearing.

Let me just say that we have Packers and Stockyards that is
very involved in concentration issues, as well as we work closely
with the Justice Department to see whether or not there are com-
petitive issues with regard to mergers and acquisitions and that
kind of thing. The Department plays a very active role in that re-
gard.

At the same time, we need to recognize that there are programs
that give farmers some choices. We talk a lot about the importance
of giving farmers opportunities in the value-added area, whether it
is the ability to come together in a cooperative structure or other
business with the help of some of the programs that we have.

We have seen a lot of success in this area. We have the Dakota
Past Growers up in North Dakota that has become the third larg-
est pasta producer. There is a beef cooperative in 30-something
States that has been very active. We have seen a number of busi-
ness entities be formed to really give the producers the opportunity
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to get value out of the food system in ways that they feel helpless
to do otherwise.

That we develop new products through biotechnology, giving pro-
ducers the opportunity to find value products that they can produce
and get more value, all of these are opportunities, that give people
the ability to take a road other than maybe the larger players, and
that is one of the things that we can help and a assist in doing.

Senator WELLSTONE. To be honest about it, when you mention
Packers and Stockyards, I don’t really think that family farmers in
Minnesota or around the country believe that they have gotten
much help from Packers and Stockyards or that much help from
the Justice Department.

I understand the kind of niches, but what I want to know is
whether or not you are willing to take this on. We have all these
mergers and acquisitions on both the input side and the output
side. I mean you have oligopolies, at best. I could recite the figures,
but you know them. The farm-retail spread grows wider and wider,
and what I am saying is I don’t think there is a future for family
farmers unless there is some real competition.

Do you all have some plans to put some competition back into
the food industry? Do you have some plans to challenge some of
these acquisitions and mergers in terms of their impact not just on
consumers, but on our independent producers? To say that we are
active right now, to be honest I just think that that right now in
the countryside has no credibility at all because people don’t be-
lieve that.

Secretary VENEMAN. Well, again, one of the things we need to
promote is more value-added opportunities for farmers. We have
programs that do that. We may want to look at additional opportu-
nities to develop things that will allow farmers to participate in
those kinds of arrangements and get more value out of the food
system.

Senator WELLSTONE. Will you challenge some of these acquisi-
tions and mergers that lead to more and more concentration? Are
you willing to look at their impact on producers and have Packers
and Stockyards be more active?

Secretary VENEMAN. Again, the Packers and Stockyards Admin-
istration has been active. We have been active with the Justice De-
partment over the years, or at least the Department has. Again, it
is a question of evidence. I mean, these are very legalistic kinds of
investigations, and certainly we have cooperated in the investiga-
tions in trying to produce evidence in the various investigations
into these mergers.

Again, it falls within what the law requires today and we work
very closely with Justice. I believe Justice has an ag person over
there. In addition, we have had people at the Justice Department,
making sure that they understand the structure of the agriculture
industry, to make sure that the proper things are taken into ac-
count, and we will continue to do that.

Senator WELLSTONE. I will finish on this. Madam Secretary, I
would love to later on—I don’t want to take any more time—talk
to you about the food stamp program. I touched on that in my
opening comments, and you could play such a positive role.
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You talked about we are operating within this framework. Are
there some changes in law that we need to make that would enable
you to do a better job?

By the way, I am being scrupulously bipartisan here. I don’t
think we have done much in past administrations on this question,
because the mergers and acquisitions go on with a vengeance. If
there are changes that we need to make that could give you more
authority to do the job you need to do to give our independent pro-
ducers a chance to compete, that is really my question.

Secretary VENEMAN. Well, again, we have not put forward spe-
cific proposals in our book. We will certainly look at that issue to
determine whether or not we need additional authority, and if peo-
ple here have ideas for authorities that might be granted, we would
be happy to analyze them and work with you.

Senator WELLSTONE. Thank you. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator Wellstone.

Well, Madam Secretary, you have been very kind and generous
with your time and your expertise today. We do appreciate it.
Again, I congratulate you on a fine publication on the policy book
that you put out last week. We look forward to working with you
as we develop our legislation here and we will wait to see what the
House has to do, I guess.

Secretary VENEMAN. Thank you, Mr. Chairman, and I just want
to also thank you for your timely consideration of our nominees,
whom I now know you will take up two of them.

The CHAIRMAN. We are going to bring up two more right now.
Senator Lugar and I have agreed that we have asked to discharge
the committee. We are going to try to bring them up under unani-
mous consent this afternoon and get them through before we go
home today.

Secretary VENEMAN. Thank you very much. We really appreciate
that. We are counting on these people to start work soon.

The CHAIRMAN. Exactly. Well, thank you, Madam Secretary.

Secretary VENEMAN. Thank you.

The CHAIRMAN. Thank you, Dr. Penn, Dr. Collins.

[Whereupon, at 12:45 p.m., the committee was adjourned.]






APPENDIX

SEPTEMBER 26, 2001

(61)



62

http://harkin. senate.gov (202) 224-3254

FOR IMMEDIATE RELEASE Contact: Tricia Enright/ Seth Boffeli
September 26, 2001

STATEMENT OF U.S. SENATOR TOM HARKIN, CHAIRMAN
HEARING ON THE ADMINISTRATION’S VIEWS ON
FOOD AND AGRICULTURAL POLICY

“This morning I am pleased to. welcome Secretary Veneman, accompanied by Under
Secretary Penn and Dr. Keith Collins to our Committee for a hearing on the Administration’s
views on food and agricultural policy. We look forward to hearing this morning’s testimomny and
discussion of the report from the Administration released last week. Just yesterday, the
distinguished ranking member, Senator Lugar, and I issued a set of joint policy objectives for the

farm bill. So Ibelieve the stage is set for a good hearing and airing of views.

“Farm families and raral communities across America have not shared in our nation’s
prosperity. We need new directions in federal agriculture, food and rural policies. I welcome
Secretary Veneman’s report because it clearly indicates a willingness to examine critical issues in
rural America and in our food and agriculture system — and to explore new ideas and policy
proposals. To be sure, there are details to be filled in, and I look forward to working with the

Secretary and her team on specific policies.

“Farm income protection is of course a fundamental part of the farm bill. We need a
better system to provide adequate income protection without requiring annual emergency
legislation. However, protecting agricultural producers against income losses is not enough by
itself. The farm bill must also help farmers and rural communities create and realize
opportunities for the future. If the legislation fails to lay a foundation for new opportunities, rural
America will be no better off five or 10 years from now. Farmers will be just as dependent on

commodity program payments and rural communities will still be falling behind.”
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“The new farm bill should help farmers earn better returns and a larger share of the
consumer dollar in the market. Value-added processing ventures, new biotechnology products,
innovative marketing channels and increased exports all can help. If independent farms are to

survive, though, we must ensure that agricultural markets are open, competitive and fair.

“America’s farmers, ranchers and landowners have a strong stewardship ethic, but
margins are tight and they too often lack the financial resources to conserve natural resources as
they want to do. The new farm bill should extend and strengthen USDA’s current conservation
programs, and it should create a new system of incentive payments for maintaining or adopting
new conservation practices on land in production. The bipartisan legislation I have authored will

both improve producefs’ incomes and help them conserve soil, water and wildlife.

“We have barely scratched the surface of the potential for producing farm-based
renewable energy and raw materials, including ethanol, biodiesel, biomass and even wind power.
Anything we can make from a barrel of 0il we can produce from farm commodities. 1 am
proposing a special title to promote renewable energy in the farm bill. That has never been done,

but the time is right.

“We also need to strengthen the foundation and infrastructure of our nation’s food and
agriculture sector. That includes support for research, protecting the safety and security of our
food supply and safeguarding plant and animal health. And we must meet our responsibility to
help fight hunger and malnutrition at home and in developing counries, especially among
children.

“We will not have truly healthy rural communities unless both farms and small towns do
well. Rural America is too often at a disadvantage when it comes to basics like enough good
water, electric power, telecommunications, loans for businesses and equity capital for
investment. A critical part of the farm bill is helping to revitalize rural economies, generate

more good jobs and improve the quality of life in rural communities.”
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Dick Lugar Statement

U.S. Senator for Indiana

Contact: Andy Fisher 202-224-2079 or Nick Weber 202-224-8370 Date: 9/26/01

website: Jugar.senate.gov » e-mail: senator_tugar@lugar.senate.gov » press e-mail: andy_fisher@lugar.senate.gov

Lugar calls for Bush Administration ‘intervention’ in

congressional farm bill debate
U.S. Sen. Dick Lugar made the following statement at the U.S. Senate Agriculture, Nutrition and
Forestry Committee hearing today with USDA Secretary Ann Veneman:

The publication of the United States Department of Agriculture book on Food and Agriculture
Policy is a signal event. I congratulate Secretary Ann Veneman for this timely intervention into
preparation for the next farm bill and I join Chairman Harkin in welcoming her to our Committee
hearing today.

Chapter IIT of the new USDA book merits special attention. The chapter begins by pointing out
that “the farm sector is diverse beyond the imagination of those who framed the New Deal
legislation. On average, farm family incomes no longer lag, but rather surpass those of other U.S.
households. Most farms are run by people whose principal occupation is not farming. . .Domestic
demand alone is no longer sufficient to absorb what American farmers can produce.”

On the next page, Chapter III continues: “Many of the program approaches since the 1930's
proved not to work well or not at all, produced unexpected and unwanted consequences, became
far costlier than expected, and have been continually modified over time in a long succession of
farm laws. Some major, and still highly relevant, lessons learned include:

“History has shown that supporting prices is self-defeating. Government attempts to hold
prices above those determined by commercial markets have simply made matters worse
time after time. Artificially higher prices encouraged even more unneeded output from
the most efficient producers at the same time they discouraged utilization pushing
surpluses higher and prices lower. . .

“Supply controls proved unworkable too. . .the remaining land was farmed more
intensively, and supply was rarely cut enough to boost prices to politically satisfactory
levels. The programs were costly to taxpayers and consumers and the unused resources
were a drag on overall economic performance...limiting our acreage was a signal to our
competitors in other countries to expand theirs, and we lost market share that is always
difficult to recapture. . .

“Stockholding and reserve plans distort markets enormously. . .because such stocks
eventually must be returned to the market, they limit the recovery of prices in the future.
Moreover, time after time, stocks have proven costly to maintain, distorted normal
marketing patterns, ceded advantage to competitors, and proved tempting targets for
political tampering. . .
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“Program benefits invariably prove to be disparate, providing unintended (and unwanted)
consequences. The rapidly changing farm sector structure produced a wide array of farm
sizes and efficiencies. Many farms were low cost and the programs were of enormous
benefit, enabling them to expand their operations. Others did not receive enough benefits
to remain viable and thus were absorbed along the way.”

The book credits the FAIR Act of 1996 with removing much of the decades old program
structure, providing unparalleled farmer decision making and becoming the least distorting of
markets and resource use. But USDA states that the FAIR Act's "direct payments do share some
unintended effects with price support programs, namely, the artificial inflation of farmland
prices. The effect has been exacerbated by the size of payments in recent years, some $28 billion
in the last 4 years above the amount provided in the 1996 law."

The book goes on to point out that only 40 percent -- 40 percent -- of farms receive these
payments because they are largely directed to specific commodities. In fact, 47 percent -- 47
percent -- of payments went to large commercial farms which contributed nearly half of the
commodity production and had average household income of $135,000.

Another interesting discussion surrounds the fact that 42 percent of farmers rented land in 1999,
and commodity payments capitalized in higher land values often led to higher rents.

Secretary Veneman, the farm legislative process is in motion. The book of principles makes an
important contribution. But I ask you and your associates to do much more. Please begin to
comment, specifically, on the wisdom of farm bill ideas which are now being formulated or
debated in the House and Senate. Please enlist the assistance of OMB to identify how much
money is now available in a war economy with dire predictions that prospective surpluses are
vanishing or gone. The need for that timely intervention by the Bush Administration is apparent.

I look forward to your testimony.
###
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Statement of
Ann M. Veneman
Secretary of Agriculture
Before the
Senate Committee on Agriculture, Nutrition and Forestry
September 26, 2001

I am very pleased to be here with the Senate Agriculture Committee this morning.
Thanks to Chairmgn Harkin, Senator Lugar, and the members for the invitation to discuss the
Administration’s views on future food and agriculture policy. I will make a short statement, and
then will be pleased to respond to your questions. I would ask that my longer statement be
submitted for the record.

The focus of my statement today is to share with you our views on the agriculture sector
of the future and to suggest some guiding principles we have developed from a recent
stocktaking exercise.

This is a most opportune time to-be reviewing the status of our industry and examining
the current policies. The events of the past two weeks clearly have reminded us of the need to
re-examine many of the things we long have taken for granted. The vital role of our food and
agriculture system should be near the top of the list. Thus, I suggest that this current review of
our farm policy—the passage of new farm legislation—now should be viewed more broadly and
in a different context than we would have just a short time ago.

Since the beginning of the year, the occurrence of several major events has thoroughly
convinced me of the urgency of a comprehensive review of today’s agriculture—all of the
policies, programs, and other supporting public infrastructure. The Foot and Mouth Disease (or

FMD) outbreak in the United Kingdom and on the European continent was a major threat to our
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livestock and grain industries. We immediately stepped up our border control. We reviewed and
strengthened the already tight protections that USDA had in place. And, we sent dozens of
veterinarians to Burope to help contain the disease and also to learn as much as we can about it.
Fortunately, we have maintained our 72-year record of keeping the United States free of FMD.

The spread of BSE in Europe and the recent find in Japan has enormous implications for
beef and feed markets. Our policies to regulate feeding practices and actively test for BSE have
protected our consumers, farmers, and ranchers.

The emergence of agricultural biotechnology and its rapid and widespread adoption in
this country is posing significant new challenges throughout our food system and the global
trading complex. Agricultural biotechnology holds tremendous promise. However, the StarLink
incident clearly illustrated the importance of continuing to assure a coordinated and rigorous
science-based approach to this emerging technology.

To date, our food system has stood the test of significant challenges. And, they serve to
reemphasize just how valuable our public infrastructure of specialists, institutions, and facilities
are (o our agricultural economy. Our policies, regulations, and supporting institutions must keep
pace with new technology, the shifting business environment, and our industry structure.
TRANSFORMATION TO A CONSUMER DRIVEN AGRICULTURE

Agriculture is being influenced by many of the same forces that are shaping the American
economy of the 21 century: globalization of markets and culture; advances in information,
biological, and other technologies; and fundamental changes in our family structure and
workforce. The combination of these forces has now produced a decided shift from the
commodity-based, surplus-oriented, production focus of the last century to one now defined by

products, services, markets, and consumers. Increasingly, our consumers insist on defining what
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is produced, how food production takes place, and with what effects. The food system now is

clearly consumer-driven.

v

Several examples show how consumers are driving changes in our food system:
Chénging lifestyles and greater demands for convenience mean that forty-five percent of
total food spending is now away from home.

Food marketing is changing as warehouse club stores and specialty stores are gaining
popularity. The supermarket share of grocery food sales fell from 78 to 70 percent in five
years between 1992 and 1997.

With more than 96 percent of the world’s population living outside the United States,
exports already account for some 25 percent of total farm sales and represent the largest
potential growth market for the future. Access to these markets not only requires
overcoming barriers created by high tariffs but also different cultures, languages, and
preferences for food.

Changes in exports mirror the fundamental importance of consumer demand with growth
in trade of hi gh-value products. Both U.S. and global exports of commodities continue to
grow, but exports of high-value products (meats, poultry, fruits and vegetables, and
processed products) are growing even more rapidly and now account for two-thirds of
total export sales, compared with only half in 1990.

The food industry is more closely coordinated the supply chain to swiftly translate
consumer signals into products. By establishing direct ties to growers through contracts,
food retailers better ensure that product qualities are tailored to consumer requirements.
While some producers are concerned that the increased contracting has limited price

information and made repercussions for farm structure, farmers in turn benefit by having
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an assured buyer and receiving premium prices for products with desired characteristics.
In 2000, two-thirds of hogs were sold under contracts, in contrast to only 1 percent in
1970.

To maintain the high level of consumer confidence in the safety of our food, diverse
interests are working together. State Quality Assurance Plans, voluntary agreements that
provide guidelines for safe food production and sound environmental practices, have
been adopted in California and other states for commodities including eggs, produce, and
dairy.

Food safety policy that brings together Government, industry, and the research
community has also worked. The Hazard Analysis and Critical Control Point pathogen-
reduction system (HACCP) has been fully implemented, and we see the prevalence of
Salmonella on raw meat and poultry products continue to decline. Sustained reductions
in some food borne illness also can be seen in recent data from the Centers for Disease

Control and Prevention.

Agricultural Diversity

At the same time the market environment is changing, we are increasingly aware of the

enonmous changes that are occurring in our farm sector. A concentration of resources into fewer

and larger farms occurred throughout the 20™ century. While production doubled over the last

50 years, farm numbers dropped by more than two-thirds. Today, about 150,000 American

farmers produce most of our food and fiber. While among the world’s most competitive farms,

these commercial operations make up just one segment of U.S. agriculture. USDA counts

another two million plus farmers who meet the criterion of potential sales of at least $1,000 of
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agricultural products annually, including many people with non-farm occupations but who enjoy
rural lifestyles.

A vast diversity of businesses and households emerges out of this multitude: niche farms,
hobby farms, hunting preserves, dude ranches, you-pick operations, farms that sell directly to
consumers through farmer's markets, bed and breakfasts, and more.

Farmers produce scores of different commodities every year and countless varieties of
products, even though bulk commodities—such as cotton, corn, wheat, and other food and feed
grains that are the focus of government programs—symbolize agriculture for many. These
program crops, grown on almost every farm in the 1930s, are produced today on only 30 percent
of all farms and account for just 20 percent of the total value of agricultural sales.

In the 1930s, when price and income support programs first were developed, there was
little need to distinguish among farms, farmers, or farm households. In fact, farms and
households (and farming communities, in many cases) were closely intertwined as a way of life
and were considered inseparable. Today, fewer farmers are full time, choosing to merge farm
and nonfarm employment opportunities. While income from farming, as measured by net cash
farm income, was $55.7 billion in 1999, off-farm sources contributed $124 billion.

The widespread importance of off-farm income illustrates that for the majority of farm
households, the vitality of the general economy is far more important to their well being than the
level of commodity prices. This is reflected in the reversal of the long-term trend of declining
farm numbers to the 1990s and modest increases since 1996. The long-time prosperity in the
general economy accounts for this, particularly boosting small farm numbers that primarily serve

as rural residences.
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Forces Driving Change

Today, a number of very powerful forces are propelling the fast-paced changes occurring
in every single component of the food system. Globalization—the growing competitive pressure
from closer integration of business all around the world—along with a broad range of new
technologies, from information advances to biotechnology, are converging to further alter the
farm and food system as we know it. Understanding the nature of these “drivers” helps define
the needs for the agriculture and food system of the future.

Global Markets. Political boundaries no longer constrain the conduct of good business,
and this includes agribusiness. Better, faster, more reliable communications and transportation
systems facilitate businesses’ abilities to produce, source, and sell in the locations that give them
best advantage, even if that means operating in multiple locations around the world. This
globalization of markets pressures firms to be more competitive and to “shorten the supply
chain” (reducing the number of business transactions and their associated costs) in order to meet
rapidly changing consumer demand.

Businesses in the food system around the world compete against each other to provide
high-quality producis at the best price. Globalization makes it imperative for companies to
diversify their sources of raw materials and buy from the farmer, wholesaler, or food processing
company that provides the best product for the lowest price at any given time. We can no longer
think of our agriculture as being confined to what takes place within our borders. It is part of a
larger, worldwide interconnected system.

Technological Innovation. New technology not only has facilitated the growth of global
markets by reducing the constraint of geography, but also spurred remarkable adaptation of the

U.S. food and agricultural system to new global conditions and demands. Agricultural
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technology traditionally focused on tools and techniques to lower farm costs and increase yields.
Today, new biological and information technologies actually expand markets for farmers and
assure better communication between producers and consumers, further increasing market
opportunities.

The extent that technology already has transformed most aspects of the food and
agriculture system shows the enormous promise for developing new markets, increasing our
competitiveness, ensuring the safety of our food, and solving environmental problems. A few
examples show why we see agriculture is future filled with exciting new opportunities for our
farmers and food system.

> “Precision agriculture” promises both greater production efficiency and coordination of
input application with environmental considerations. A growing number of farms
currently use sensors, automated responses to monitored variables, robotic machinery,
and other high-tech means to optimize both production efficiency and environmental
quality.

> Production and processing technologies are opening entirely new markets for the farm
sector. In addition to the traditional nutrition market, farmers soon will have
opportunities in energy, industrial, and pharmacological markets around the globe.

Biologically based technologies are particularly promising as the source of new products

for farmers.

» Moreover, agriculture already is the source of clean-burning fuel and industrial ethanol, a
variety of specialty chemicals derived from plants, soy-based inks and diesel fuel,
industrial adhesives, biopolymers, and films. Scientists now say that soybean oil could

replace a significant share of petroleum-based resin used in manufacturing auto parts.
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» Research can provide solutions to food safety by reducing the threat of foodborne disease
before an animal even becomes food. Scientists are working on feed additives to
eliminate pathogens like Salmonella and E. coli 0157: H7 from hogs’ and cows’
intestinal tracts before slaughter.

» Packaging technology is revolutionizing ways in which foods can be marketed. An
example is the development of “breathable” bags that preserve washed and mixed, ready-
to-eat salad greens, baby carrots and sliced apples that gave rise to an entirely new value-
added-segment of the food industry with over a billion dollars in sales.

NEW REALITIES FOR THE FOOD SYSTEM

All of the things I have just described clearly characterize a far different farm and food
system operating in a far more complex business environment than in the past. The situation
today also is far different than when many of our policies, programs, regulations, and other
aspects of the public infrastructure were put in place.

Thus an opportune time to consider whether the public policies, institutions, and
investments that have served the sector so well in the past century are still the most relevant and
effective. Reflection on our experiences and the profound changes in the farm and food system
can suggest the basis for principles to guide review and development of new policy approaches,
revamped institutions, and redirected investments.

Mr. Chairman, how we approach these issues will set the course for American agriculture
for the next decade and beyond, and I would like to discuss our assessment of several important
areas. Trade leads the list, given the enormous importance of global markets to all parts of our

food system.
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TRADE EXPANSION IS CRITICAL

Trade is critically important to the long-term economic health and prosperity of our food
and agricultural sector. We have far more capacity than needed to meet domestic food market
requiremnents. To avoid excess capacity throughout our system -- including farmland,
transportation, processing, financing, and other ancillary services -- we must aggressively expand
our sales to customers abroad. Clearly, without the salutary effects of an expanding export
market, farm prices and net cash incomes would be significantly lower today.

More than 96 percent of the world’s population lives outside the United States. Most
growth in food demand will be in developing and middle income countries, where both
population and income are growing relatively rapidly. The International Food Policy Research
Institute (IFPRI) suggests that by 2020, 85 percent of the increase in global demand for cereals
and meat will occur in developing countries and that the demand for meat in the developing
world could double.

Greater access to foreign markets requires aggressive trade policy to lower tariffs and
eliminate trade-distorting subsidies. Failure to provide strong leadership in global trade
liberalization will result in our producers and exporters being left behind. Other nations are
aggressively pursuing preferential agreements, many right in this hemisphere that could preclude
us from markets where we have important cost advantages.

Let me be very clear. We must help our farmers expand into pew markets if they are
going to succeed in this ever-changing environment. Otherwise, they will be left behind. We
need the tools — like TPA — to open new markets and reduce tariffs.

‘We must also ensure that domestic farm support and international trade policies are

consistent and mutually reinforcing. It makes no sense to have trade policies and programs
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promoting farm exports at the same time domestic support programs inadvertently reduce
competitiveness. Our domestic and export policy not only must support our existing
international obligations but at the same time give us ample latitude in pursuing ambitious goals
in ongoing and future negotiations.

FARM SECTOR POLICY

With regard to farm sector policy, it is useful at the outset to reaffirm that this
Administration continues to view the farm sector as both critically important and unique. We
believe our society agrees and embraces the concept of an economic safety net for our producers,
to help cushion occasional adverse financial circumstances that are clearly beyond their control.
The task then becomes one of defining such a safety net that is both appropriate for our diverse
producers and suitable for the times.

More than seven decades of farm policy have provided a rich, full experience upon which
to draw as we contemplate appropriate 21* Century policies for our industry. Our experience
with policies and programs during this time has proved very instructive, helping us to avoid the
mistakes of the past. History also shows that growth in farm income has been due largely to rapid
improvements in productivity resulting from a strong research base and better opportunities to
market products including export markets. Farm household income has benefited enormously
from off-farm employment opportunities.

Many of the program approaches since the 1930s did not meet their objectives, produced
unexpected and unwanted consequences, became far costlier than expected, and have been
continually modified in our long succession of farm laws. Some major, and still highly relevant,

lessons learmed include:
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e History has shown that supporting prices is self-defeating. Government attempts to
hold prices above those determined by commercial markets have made matters worse
time after time. Artificially higher prices encouraged even more unneeded output from
the most efficient producers at the same time they discouraged utilization, consequently
pushing surpluses higher and prices lower. Costs to taxpayers grew until the point was
reached where something more had to be done. All too often, that turned out to be
finding ways to restrict output.

e Supply controls proved costly to taxpayers and consumers and the unused resources
were a drag on overall economic performance. But, perhaps most important, limiting our
acreage was a signal to our competitors in other countries to expand theirs, and we lost
market share that is always difficult to recapture.

s Government Stockholding and reserve plans distort markets. While isolating stocks
from the market when supplies are abundant is attractive for its short-term stimulus, such
stocks eventually must be returned to the market, and they limit the recovery of prices.
Moreover, time after time, stocks have proved costly to maintain, distorted normal
marketing patterns, ceded advantage to competitors, and proved tempting targets for
political tampering.

e Program benefits often produced unintended (and unwanted) consequences. The
rapidly changing farm sector structure produced a wide array of farm sizes and
efficiencies. Many farms were low cost and the programs were of enormous benefit,
enabling them to expand their operations. Others did not receive sufficient benefits to

remain viable and thus were absorbed along the way.
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The clarity of these lessons provided several empbhatic turning points in national policy.
The 1985 farm law proved to be one such point when, after long debate on fundamental
philosophy, a more market-oriented approach was adopted. That market orientation was
extended in the 1990 farm law, reducing government intrusion and expense in farmer decision-
making and in the operation of the markets.

The Federal Agriculture Improvement and Reform (FAIR) Act of 1996 proved to be
historic by removing most of the decades-old program structure, provided unparalleled farmer
decision-making flexibility through “decoupled” benefits, and set a new example throughout the
world for providing domestic farm sector support. While that approach still is arguably the least
market--and resource use--distorting approach available, its direct decoupled payments do share
some unintended effects with price support programs, namely the artificial inflation of farmland
prices. The effect clearly has been exacerbated by the size of supplemental payments in recent
years, some $28 billion in the last four years above the amount provided in the 1996 law.

Another unintended consequence of current programs stems from the increasing
disconnect between land ownership and farm operation. While program benefits were intended
to help farm operators, most support eventually accrues to landowners, in the short run through
rising rental rates and in the longer term through capitalization into land values. For many farm
operators, renting land is a key strategy to expand the size of the business and capture the size
economies, as evidenced by 42 percent of farmers renting land in 1999. Operators farming
mostly rented acreage may receive little benefit from the programs.

The 1996 FAIR Act also continued the marketing loan program, another evolution of the
old price support idea, but importantly modified to avoid government stockholding which proved

so burdensome in times past. Marketing loan payments effectively provide a large counter
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cyclical component to farm income, but distort markets by limiting the production response to
falling market prices. The program guarantees a price for traditional program commodities (food
grains, feed grains, and cotton) and oilseeds. As market prices have fallen below this guaranteed
price, total marketing loan benefits have risen from less than $200 million for the 1997 crop year
to $8 billion for the 1999 and $7.3 billion to date for the 2000 crops. Since 1996, counter
cyclical marketing loan benefits have totaled about $20 billion.

While the current policy made large strides towards greater market orientation, a careful
evaluation in the context of today's diverse farm structure and increasingly consumer-driven
marketplace still reveals severe misalignment among policy goals, policy mechanisms, and
outcome. New approaches could support and help sustain prosperity for farmers, agriculture and
rural communities without engendering long-term dependence on direct government support.

Above all, effective farm policies for the new century must build upon the lessons
learned from over seven decades of rich experience with the farm programs. Even the most
carefully designed government intervention often distorts markets and resource allocation,
produces unintended consequences and spreads benefits unevenly. We cannot afford to keep
relearning the lessons of the past.

Effective agricultural policies must recognize the wide diversity in the farm sector itself,
in terms of size, location, financial status, crop and livestock products produced, managerial
abilities, income sources, and goals and aspirations. The problems faced by various groups are
widely different and require solutions tailored to effectively address particular needs.

Our policies should provide a market-oriented economic safety net for farmers. The
national recognition that the farm sector is both uﬁique and essential is long standing and widely

held. The result is a parallel commitment to policies that support open markets and those that
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prevent excessive downturns in the farm sector. Thus, these programs must conform to basic
public policy principles including effectiveness, transparency, equity, consistency,
comprehensiveness and trade competitiveness. Current policies now take several forms
including counter cyclical loans, crop and revenue insurance and direct payments, but could be
constructed with other programs (such as tax-deferred income accounts) that fully comply with
such principles.

ENHANCING THE INFRASTRUCTURE

Mr. Chairman, the next topic that I will discuss has received little attention thus far in the
ongoing policy discussions, but is one that I will argue is of enormous and growing importance.
And, that topic is what we are calling our “agriculture infrastructure,” the fundamental public
sector underpinning for our industry.

U.S. agriculture successfully delivers abundant, affordable, safe and nutritious food to
markets worldwide. Nothing has been more important to this success than an extensive physical
and institutional infrastructure—in effect, the backbone of the food and agricultural system. The
agricultural infrastructure includes research, information, inspection, monitoring, testing,
promotion—all of the basic services, facilities, equipment, and institutions needed for the
economic growth and efficient functioning of the food and fiber markets. It means services to
protect farmers and ranchers from the threats of crop and animal pests and consumers from
foodbome diseases, the research and cooperative extension system that undergirds production,
marketing and regulatory functions, food product inspection, nutrition information, and natural
resource conservation. It means all other functions of USDA agencies, as well as farm service

centers, data, information technologies and intellectual property management.
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We need to evaluate this broad infrastructure with a long term view as to what is required
for a healthy and prosperous farm and food sector and trading system and, very importantly, to
ensure that it continues to engender widespread consumer confidence and support. This may
entail refocusing institutions and their missions, modernizing and better coordinating
infrastructure and perhaps expanding investment in parts of the system.

It is difficult to overstate the importance of science as the basis for our decisions.
Regardless of good intentions, no program, no mandate,-no request, or emergency action can be
carried out unless the appropriate research base, scientists, laboratories, methods, data and
information, institutions, and technologies are available. New science is needed to ensure that
required regulations in food safety, animal and plant health, environment and other areas, are
sound and cost-effective.

Enhancing our pest and disease prevention for plants and animals from whatever source
is a growing priority. Science, technology, and intergovernmental cooperation are key to
keeping crop and animal pests and diseases out of the United States, and to managing the pest
and disease challenges we face inside our borders. For, example, we worked with the EPA to
develop a new protocol for environmental inspectors visiting farms for any reason.

Similarly we must build on current success in providing safe food for all Americans.
Emerging pathogens mean that our food safety systems must be continually assessed and
updated in order to maintain consumer confidence in our food supply. Improved animal
production systems, better pathogen control during processing and distribution, and increased
education on food safety issues and on food handling and preparation practices for consumers

and food retailers all help to strengthen the food safety system.
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CONSERVATION AND ENVIRONMENT

Now, Mr. Chairman, I turn to conservation, another area that is receiving increased
attention both in the farm sector and throughout rural America. Our conservation policy has
evolved from an early focus of keeping productive topsoil in place. Reducing soil erosion was
an overriding concern, and became a primary accomplishment. We now realize that the off-farm
effects of farming include a wide variety of environmental impacts. Thus, conservation policy
has evolved to incorporate broader measures of water and air quality, as well as protection of
wildlife habitat and wetlands. Moreover, emerging issues gaining public attention include
nutrient runoff from livestock production, water conservation, energy production, and reduced
greenhouse gas emissions.

As the scope of environmental concerns has expanded, a wider range of conservation
policy instruments is needed to address them. Traditional land retirement (the Conservation
Reserve Program) has dominated Federal spending on conservation since 1985; 92 cents of every
dollar spent on direct conservation payments to farmers pays for rental and easement payments
for idling environmentally sensitive cropland and cost sharing for management practices that
enhance the environmental benefits from retired lands. However, considerable conservation
activities are carried out on vast stretches of working lands due to voluntary actions and to
comply with conservation compliance and other regulatory requirements.

We should continue to improve our approaches and tools, ensuring that farmers have
access to conservation programs that fit their needs. Technical assistance, incentives for
improved practices on working farm and forestlands, compensation for environmental
achievements long-term and permanent easements, and continued dedication of certain farmland

and private forestlands to environmental use will provide a coordinated and flexible multi-
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faceted approach to achieve agri-environmental goals.
RURAL COMMUNITIES

Another topic that I believe deserves a fresh look and requires new approaches is our
rural communities. Farming no longer anchors most rural economies as it did in the early 20™
century. Seven out of eight rural counties are now dominated by varying concentrations of
manufacturing, services, and other non-farming activities, and current commodity-based farm
policies do not address the complexities of rural economies and populations. Jobs and incomes
are declining in many areas dependent on natural resource-based industries, while other places,
often associated with the provision of rural amenities, are thriving.

We must recognize that rural development policy is not synonymous with agricultural
policy. Traditional commodity support and farming-oriented development programs play an
increasingly limited role in the improved well-being of rural Americans. Instead, in something of
a reversal, the nonfarm economy now anchors much of agriculture, and rural policy for the 21
century must recognize the increased importance of nonfarm jobs and income as the drivers of
rural economic activity.

Creating an environment that will attract and sustain private investment, job growth, and
income generation activities in rural America, including regional development initiatives and
creative pilot programs, is an overriding goal.

Our rural policies should emphasize the need for greater education and technical skills.
In the past, many rural areas hosted industries that required a reliable pool of low-skilled, low-
cost workers. Employers are now more attracted to concentrations of well-educated and skilled
workers. Education and worker training are essential in helping rural communities cultivate

high-performance, knowledge-based companies, while human capital and earnings potential are
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improved by strengthening classroom instructiona] quality and facilitating school-to-work
transitions.

Policies that find alternative methods to increase rural income from the natural resource
base, such as energy production, are also important. Dedicated crops and agricultural residues
can be used to produce fuels, such as ethanol and biodiesel, and biomass to power turbines to
produce electricity. Rural areas are well suited for the development of renewable wind and solar

energy due to the open spaces.

NUTRITION AND FOOD ASSISTANCE

Next, I will touch on a major accomplishment of our food and agriculture policy,
ensuring that all Americans have access to a healthy and nutritious food supply, regardless of
income. This policy has encompassed a wide array of food assistance and nutrition programs
that have humanitarian, investment, and agricultural support goals. Core efforts include the Food
Stamp Program, child nutrition programs, the Special Supplemental Nutrition Program for
Women, Infants, and Children (WIC), and commodity distribution programs. Today, these
nutrition assistance programs serve one in every six Americans at some point during the year. In
addition to ensuring access to adequate food, the programs promote healthy diets for all
Americans.

We should continue our commitment to a national nutrition safety net. A well-nourished
population is healthier, more productive, and better able to learn. No child or needy family
should be left behind for want of food. The national nutrition safety net, including WIC, should

be supported and targeted to those most in need.
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While the problems of hunger and food insecurity remain significant, important new
problems are emerging related to diet quality—the proper variety and quantities of foods and
nutrients in an individual’s diet to promote their health and well being. American consumers
must become more aware of the link between diets, health, and physical activity, and motivated
to make appropriate changes. To this end, we believe that any proposal to reauthorize the Food
Stamp program must address these issues, as well as foster the transition to work and self-
sufficiency, simplify the program rules to reduce administrative complexity and improve
program effectiveness and accountability.

IMPORTANCE OF INTEGRATED PROGRAMS

Finally, Mr. Chairman, I turn to an area that is especially relevant to those of us at
USDA, and that is delivering services to our widely diverse constituency using the most effective
means now at our disposal.

Changing circumstances strongly suggest the need for reflection on the program delivery
needs of the future. The issues facing the modern food and farm system today are so multifaceted
and complex that they cannot be solved by any one program or approach. Protecting against
plant and animal pests and diseases, or eliminating emerging foodborne pathogens, or
overcoming the barriers to producing bioenergy efficiently, or ensuring nutritious food for low
income households, or encouraging cost-effective carbon sequestration on farms and in forests —
all of these require a cooperative approach among agencies.

A number of approaches can be taken to substantially improve service, even without
major, additional restructuring. These include: one-stop shopping for delivery of services;
sharing data, information, and computing environments across agencies and programs; and new

flexibility for increased coordination and sharing of resources, both human and financial.
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Advances in information technology should allow agencies, at very low cost, to share key data so
that customers can be spared the burden of providing the same information to multiple Federal
offices.

In providing services, we will encourage a coordinated view of functions and services,
including instituting a range of practices, including “one-stop- shopping” for USDA services,
common electronic work environments, consistent data across agencies, data sharing, and
increased resource flexibility among agencies, that encourage a “corporate” rather than a
fragmented view toward program implementation.

Coordination extends beyond the Department and we will pursue partnership
opportunities. Continued and increased cooperation and partnership opportunities need to be
sought with program beneficiaries; Congress; consumers; industry; NGOs; state and local
governments; universities; and others.

CONCLUDING REMARKS

Mr. Chairman, our entry into a new century presents leaders in agriculture a unique
opportunity to discharge our responsibility. We now have an opportunity to take the long
view—to step back and determine as best as we can the future requirements of our food system
and to put in place the plans and investments that will be necessary to enable it to serve us as
well in the decades ahead as it has in the past.

Thank you for the opportunity to discuss our vision and to share the guiding principles
we have developed. Our report, Food and Agriculture Policy: Taking Stock for the New Century
is available on the USDA website (www.usda.gov). We look forward to the opportunity to work

with you in the future, and I will be pleased to respond to any questions.
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Statement of Senator Jesse Helms
Senate Agriculture Committee
September 26, 2001

Mr. HELMS. Madam Secretary, I'm delighted to see you again this morning. |
certainly admire your progress at the Department of Agriculture, and this morning
gives us the great opportunity to tell you in person, and for the record, that you’re

a first-class lady who is doing a fine job under obviously difficult circumstances.

All of us are mindful of the heavy lifting that lies ahead for this Committee
in the coming weeks and months as we take up the Farm Bill. Mr. Chairman,
having held your gavel during work on a Farm Bill of some fifteen years ago, I
must confess that I do not envy your and Senator Lugar’s task. It’s a difficult job,
but we will work together — as we always do — to craft a bill that is fair to all

farmers.

Madam Secretary, we don’t need to get down to details this morning, but I
do want you to know that I am one of the Senators who intends to improve the
vastly important work of the Department of Agriculture. It is obviously vital to
our national security that we keep an affordable, safe and abundant food supply for

this country.
It has been such a difficult time for the farmer — particularly the family
farmer — and I join with you in making certain that USDA is doing its best to help

the farm community in every possible way.

You know as well as I do that the Southeast has unique needs when it comes
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to agriculture, and I intend to work with you to make certain those needs are

addressed in a fair and equitable manner to farmers all across the country.

1 look forward to hearing from you about how to best accomplish these
goals, and I appreciate your being here this morning to appear before the

Committee.
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Mr. Chairman, thank you for holding this hearing today
and thank you Madam Secretary for taking time to testify
during what | know has been a very busy and trying time
for you and all the members of the President’s cabinet
since September 11.

[ thank you for what you are doing to continue to
ensure the safety of the U.S. food supply during this time,
and | also thank you for the periodic updates you have
been giving us on USDA’s activities to continue to protect
U.S. agriculture from outside threats.

Mr. Chairman, | do not intend to make a long
statement as | know the Secretary has a busy schedule
and | want members to have time to ask her questions.

| would simply like to state that | believe the proposal
put forward by the Administration forms a strong basis and

outline, or road map, from which we can put a Farm Bill
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together. While the proposal may be short on specifics,
and | may not agree with everything in it, it does give us a
very good understanding of many of the questions we
need to be asking as we begin the process of writing the
Farm Bill.

Mr. Chairman, | think the report is also important
because it confirms what I, you, and many others have
been saying for months now — a Farm Bill is about more
than just commodity programs. Trade, rural development,
and conservation all have roles to play as well.

If you will forgive me, I'd like to stand on my soap box
for a moment. And, | have been as strong of a champion
as | could possibly be throughout the years for our farmers
and ranchers and their farm and commodity organizations.

But, I’'m not sure they have completely grasped the
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concept that we are going to have to address and spend
money on programs other than the commodity title of this
Farm Bill.

Mr. Chairman, | also want to put forward a word of
caution. | know there has been a strong push by some to
get a Farm Bill completed this year. Many farm groups
wrote the House Agriculture Committee earlier this week
asking for just that — mainly because they are afraid they
will lose some of the payments that are predicted to be
paid out if the House Bill becomes law.

I’'m not here to perjure those efforts or the House bill.
There are many things in that bill that | like as well.
However, | want to be sure that every member of this
Committee and the farm and agribusiness community

understands that we are at war.



92

The United States, world, and our economies have
changed. The next few months will be very unpredictable,
and could have a tremendous effect on both our domestic
and international agricltural markets. And, | would simply
recommend that perhaps we should take a step back and
try to see how all this plays out before we try to quickly
pass a Farm Bill.

With the unpredictability we could be seeing in all the
markets, we could accelerate a Farm Bill through here that
all of us would regret in 6 to 12 months.

Mr. Chairman, I'd also add that in light of recent
events we need to sit down with Secretary Veneman and
see if there are any additional tools she needs us to give
her in the Farm Bill to deal with agro and bioterrorism

issues, control, and research. It may well be a new title
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that has not previously been a serious need for this
Committee to address but which we cannot avoid this time
around.

Mr. Chairman, | will cease and desist. Again, thank
you to you and the Secretary for today’s hearing. | look
forward to working with you on this Farm Bill, but | do
believe prudence might say that we try to see how events
work out over the next few months before we jump in feet

first and push legislation through the Congress.
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Gl ok

Statement of Senator Thad Cochran

Mr. Chairman, thank you for holding this hearing to
review Federal farm policy. This is a matter of serious concern to
agriculture producers in my state and [ am pleased that this
Committee is taking an active role in reviewing this subject
during this time of low commodity prices. Secretary Veneman, |
thank you for being here and I am pleased that the Department of
Agriculture is showing a willingness to support producers of major
commodities, while at the same time acknowledging a need for

expansion of conservation measures.

Agriculture producers are very concerned about the outlook
for agriculture and what future farm programs will resemble.
Producers have long known the hardship that comes with working
the land. As you may know, current market conditions have

placed an enormous strain on producers.
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Since passage of the Freedom to Farm Act, there have been
opportunities and challenges for agriculture. Producers have
enjoyed the planting flexibility component of this legislation.
However, agriculture producers are now looking to the future
and are anxiously awaiting the next farm bill. Uncertainties for the
next crop year are bringing about concerns for farmers and the
agricultural credit industry. This year’s budget resolution provides
$7.35 billion for FY’02. I would hope that the Administration
would work with Congress to ensure that these funds will be
available to farmers in light of current and projected depressed

economic conditions for production agriculture.

Earlier this year, the Commission on 21* Century Production
Agriculture proposed that Congress maintain planting flexibility
with a marketing loan program, continue the fixed decoupled
payments, and add a counter-cyclical safety net. I am
hopeful that this Committee will keep the views of the

Commission in mind as we continue to review Federal farm policy.

" Ilook forward to hearing testimony from the witnesses.
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Opening Statement
Senator Debbie Stabenow
Committee on Agriculture

September 26, 2001

Chairman Harkin and Senator Lugar, thank you for your
leadership in these difficult times. It is important that we
continue to focus on domestic priorities, such as the Farm
Bill. Our farmers are depending on us; families who rely on
the myriad of USDA nutrition programs are depending on
us; and the many countless other facets of our economy that
intersect with agriculture are all watching to see what will
happen to the Farm Bill this year. I am ready to return to
work and address the needs of so many who rely on the
passage of the Farm Bill.

I would like to take a moment to welcome Secretary
Veneman. I look forward to hearing the administration
perspective on the Farm Bill. Additionally, I would like to
welcome Edward McPherson, nominee for Chief Financial
Officer at USDA, and Elsa Murano, nominee for Under
Secretary for Food Safety. I have reviewed your
qualifications and it is clear that both of you will be an
asset at USDA. Ms. Murano, I believe there is a special
urgency to have you confirmed. Unfortunately, in these
new times of high alert, the safety of our food supply must
also be safeguarded and I know you will play a key role in
coordinating the government’s efforts.
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On August 13, during the recess, I chaired field hearings of
this committee in Frankenmuth and in Grand Rapids,
Michigan. The field hearings were the first held in our
state since 1915 and I promised not to wait until the next
century to come back with another field hearing. I heard
from a broad range of witnesses. The breadth of the
witness list alone speaks to the diversity of Michigan
agriculture. I did hear some common themes among the
witnesses, however:

e There is a great need for a stronger safety net,
especially for counter cyclical support. We need to
address ways that specialty crops can be included in
this support network, as well.

e Conservation programs are highly valued but
insufficiently funded. Additionally, many important
crops, especially my state’s specialty crops, are
excluded from participation. Initiatives to develop
conservation programs for working lands were also
praised.

e Nutrition programs authorized through the Farm Bill
are incredibly important and play a large role in
helping many Michigan families in many ways. Food
Stamps, WIC, and CSFP are all proven programs that
are effective. We must remember these are an
important part of the Farm Bill and give sufficient
attention to recommendations made by groups to
improve and strengthen these programs.
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¢ The variety of specialty crops grown in my state
emphasized the importance of treating each crop
differently, not lumping blueberries in with potatoes
simply because they will not fit into any other
category. It is important that all specialty crops be
consulted individually during this process as we
consider ways to incorporate them into more USDA
programs.

e Research plays a vital role in the success of our
nation’s agricultural economy. More must be done to
support agricultural research. Additionally, the value
of the nationwide Extension Service cannot be
underestimated and this network is woefully under-
funded.

¢ Finally, our farmers will not survive unless they have
access to the global market. Trade considerations are
a critical part of this debate.

Another pressing issue that I would like to ask you to
address immediately is the drought we have suffered in
Michigan for the past several months. Our Governor
submitted a letter to you on September 7, urging USDA to
grant federal disaster status for our state. The conditions in
Michigan are so bad that there is only one county in the
entire state that does not qualify for some sort of assistance.

From the middle of June through the middle of August, less
than 34 of an inch of rain fell in most areas in Michigan and
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my farmers have suffered severe crop losses. To
compound the problem, most areas experienced
temperatures above 100 degrees Fahrenheit. Many crops
have been affected ranging from corn to pumpkins,
peaches, squash, peppers, cherries and potatoes.

I know that the administration has had to focus on many
pressing issues during the last two weeks, but urge you to
direct your attention to my state’s request for a disaster
declaration so that farmers can have quick access to low
interest loans.

Finally, I would like to discuss the status of WIC funding.
I have learned that we could soon be facing an emergency
situation. I want to take this opportunity to congratulate
you on the Nutrition and Food Assistance chapter of your
paper on the Farm Bill. In particular, I commend you for
revisiting the question of the most effective and

stable funding structure for WIC.

We face a particular crisis in the WIC program right now
that is a perfect example of the issues raised by the
discretionary funding structure. Due to

rising unemployment that has occurred in recent months,
national participation in WIC has risen substantially. As of
August, WIC participation has already exceeded what the
Administration projected for participation for next year (FY
2002). Last month, about 7.45 million low-income
pregnant women and children received WIC benefits.
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In Michigan participation grew by nearly 4,200 from April
to July, and by another 1,500 just last month. WIC is
directly tied to the economy and unemployment: if
unemployment rises sharply in the next few months as is
now projected, even more low income women and children
will be eligible for and in need of WIC benefits. According
to some experts, unless adequate funding is provided in the
agriculture appropriations bill, up to 250,000 women and
children would go unserved next year under the House
level, and some 100 - 150,000 will also be turned away
under even the Senate bill.

With our weak economy and the very real threat of a
recession, nothing would make less sense and be less
appropriate than removing or leaving unserved

large number of eligible pregnant women and children from
the WIC program — one of our nation's most effective
programs. I am hopeful that you can work with Congress
in the next few weeks in a bipartisan fashion to address this
funding crisis quickly.

Again, I would like to thank Secretary Veneman for
testifying and I also thank Mr. McPhereson and Mr.
Murano for appearing before the committee today.
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WRITTEN QUESTIONS FOR SECRETARY VENEMAN
SUBMITTED BY SENATOR LUGAR

COMMODITY PROGRAMS

1. As you know, our farm programs are intended to help farm operators. Yet, we hear from
agricultural economists that farm program benefits are capitalized into land prices and cash rents
the latter of which directly raise the operating costs for farmers who rent farmland. Your
testimony today and the Agriculture Department’s recently released farm bill principles book
state that 42 percent of farm operators rented land in 1999. This is a sizable portion of our farm
operators.

Are operators, who rent farmland, being helped by current farm programs?

2. Your testimony suggests that we should provide a market-oriented economic safety net for
farmers based on public policy principles including effectiveness, transparency, equity,
consistency, comprehensiveness and trade competitiveness.

Do current farm programs comply with these principles?

Does the farm safety net program authorized in the House Agriculture Committee’s reported
farm bill comply?

Can you give us examples of safety net programs which would comply with your suggested
principles that would be in the Senate Agriculture Committee’s jurisdiction?

CONSERVATION

1. Madam Secretary, your report states that out of every dollar USDA spends on direct
conservation payments to farmers, 92 cents is spent on land retirement programs. Most of that,
of course, would come from the Conservation Reserve Program. As we move forward on
reauthorizing the Farm Bill, what is your recommendation for the amount of acreage we should
allow into the CRP?

2. Agriculture today is facing increasing regulatory scrutiny on a wide range of environmental
issues - your report specifically mentions animal feeding operations, total maximum daily loads,
and endangered species. At the same time, USDA conservation programs are vastly
oversubscribed. Your report is very supportive of conservation measures in a general sense, but
given the high demand for conservation programs, technical assistance, and the potential for
increased regulation, can you give us some specific recommendations - both monetary and
programmatic - for addressing the issue?

3. Your report suggests the we consider applying conservation compliance to crop insurance to
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help ensure that those programs don’t provide an incentive to bring marginal land into
production. Could you explain to the Committee the thinking that went into this
recommendation?

FOOD AID

1. The Department’s ag policy concept document mentioned a number of criticisms of U.S. food
aid but did not offer any specific reform proposals. The Department’s food aid review delved
deeper into the subject and mentioned a number of reforms which would be proposed as part of
the President’s 2003 budget request. We are currently engaged in working on a new farm bill,
and even if we are not finished with the legislation by the time the budget request is submitted, it
may be difficult to consider the Administration’s proposals in our work on the farm bill at that
stage of the process. Are there any concrete proposals which the Administration can or will offer
as we engage in the process of considering reforms to food aid programs?

2. We have heard witnesses before the Committee reference problems of commercial
displacement of agricultural sales due to food aid donations, especially with regard to the
practice of monetizing commodities in overseas markets to raise cash. There were also
references to this issue in the Administration’s food aid review. Can you offer concrete
examples of this problem?

3. Please update the Committee on the latest developments in trying to convince other donor
nations to participate in the international school lunch program begun as a pilot initiative during
the last Administration and currently contemplated as a multi-year program by its proponents.

TRADE

1. As you know, Chairman Harkin and I wrote to you requesting your analysis of the House farm
bill proposal with regard to our existing WTO domestic support commitments. Does this bill
comply?

2. What are the latest prospects for launching a comprehensive trade round? Have you heard any
feedback on this subject from the agriculture meeting taking place in Geneva this week? Will the
Ministerial occur in Doha as planned later this fall?

SUGAR AND PRODUCTION CONTROLS

1. The Administration has identified farm policies that did not work well in the past. You state:
“History has shown that supporting prices is self -defeating.” “Supply controls proved
unworkable too.” And: “Program benefits invariably prove to be disparate, providing unintended
(and unwanted) consequences.” It seems to me that any legislation that would re-introduce
production controls (for example, for sugar) or that would broadly increase price support levels,
or that would make the concentration of farm program benefits even worse by increasing
payment limitations would not be consistent with your Administration’s principles. Do you
agree?
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RESEARCH

1. The USDA document recommends an increase in competitive agricultural research grant
funding. The report states that our failure to fully exploit opportunities through competitive
grants - used widely throughout the rest of the science community - jeopardizes our continuing
ability to bring the best and newest science to meet agriculture’s challenges and advance its
future. T heartily agree. How do we accomplish this goal?

2. Elsewhere the report recognizes the unique role of the public sector in agricultural research
and the larger role of the private sector in funding this research. The report recommends that
limited public sector research funding needs to be devoted to fundamental scientific discovery
and questions that the private sector has no incentive to pursue, but that could lead to the
betterment of society. How can we ensure that this change in the focus of public research of
takes place?

RURAL DEVELOPMENT

1. USDA has a proven track record in the development of infrastructure in rural areas, including
electricity and telecommunications systems and water and sewer systems. What continuing role
do you see for USDA in these areas? What do you see as the top priority for USDA in this area?

2. Most rural communities lack the professional expertise and financial resources to solely fund
and generate comprehensive economic development strategies. Many rural leaders are not
cognizant of the federal programs intended to assist their communities, and if so, they are not
trained at completing the application process. Do you see a way in which representatives of
various state and federal agencies could meet with community representatives one-on-one to
discuss all funding and technical assistance options at one time?

3. Asurban America becomes more reliant on broadband technology for commerce and
communications, will the digital divide be felt more acutely in rural areas? Should there be a
shift in emphasis in USDA Rural Development programs away from the traditional utility
programs to a more concentrated effort to bridge the digital divide?

PEST AND DISEASE GOALS

1. Your report recognizes the importance of USDA’s infrastructure in responding to pest and
disease threats. Are additional safeguards needed to enhance pest and disease prevention for
plants and animals?

NUTRITION ASSISTANCE

I'have read your policy statement on the nutrition assistance programs and share your objectives
for re-authorization of the Food Stamp Program:

simplifying program rules,
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enhancing work support,

serving unmet needs,

creating a balanced set of outcome-based performance measures, and
maintaining accountability

Our challenge in pursuing these objectives, of course, is to navigate appropriately among the
trade-offs that are inherent with policy choices.

1. Measurable progress toward these objectives, I believe, will require a commitment of some
resources beyond the status quo. Do you agree?

2. There is general concern, as you noted, that the current quality control system, with its
emphasis on benefit payment errors, encourages burdensome reporting requirements for
recipients in general and families with earnings, in particular. Can you offer us any specific
ideas on how to address this problem in a way that, concurrently, meets our need to be
accountable for federal dollars and serves working families effectively?

3. I read with interest your description of poor eating habits among all Americans and the
challenge of changing those behaviors in light of a multi-billion dollar advertising industry. It is
clear that the resources available to the nation’s nutrition assistance programs are not enough to
effectively compete with the advertising world. A) What is the appropriate role for the USDA
and its nutrition assistance programs to take in the effort to improve food choices? B) Do you
have specific recommendations on how to implement this role more effectively?

4. You propose that consideration be given to more stable funding for the WIC Program. This
implies treating WIC as a mandatory rather than discretionary spending program. Such action
would guarantee our ability to meect the needs of all eligible women, infants and young children.
1 find this an intriguing idea. Would you care to comment further?



